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Michigan Depariment of Treasury
498 (02/08)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.

Local Unit of Government Type Local Unit Name County
OCounty  fJCity [Twp [Jvillage [Other City of Allen Park Wayne
Fiscal Year End Opinion Date Date Audit Report Submitted to State

June 30, 2006 October 11, 2006 December 8, 2000

We affirm that:
We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).

[72]
'-'; g Check each applicable box below. {See instructions for further detail.)

1. [@ O Allrequired component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

2. [1 KJ There are no accumulated deficits in one or more of this unit's unreserved fund balances/unrestricted net assets
{P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

3. [@ [O Thelocalunitisincompliance with the Uniform Chart of Accounts issued by the Department of Treasury.

4 [@ [ Thelocal unit has adopted a budget for all required funds.

X [ A public hearing on the budget was held in accordance with State statute.
[} [1 The local unit has not viclated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

7. [ [1 Thelocal unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.

@ [ The local unit only holds deposits/investments that comply with statutory requirements.

9. [ﬁ [J The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Govemment in Michigan, as revised (see Appendix H of Bulletin).

10. [ [0 There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

11. O KJ Thelocal unitis free of repeated comments from previous years.

12. [ O The audit opinion is UNQUALIFIED.

13. [} [0 The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

14. [ [0 The board or council approves all invoices prior to payment as required by charter or statute.

15. [ [ To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government {authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority andfor commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)

Financial Statements

The letter of Comments and Recommendations

Other (Describe} |:|
Certified Public Accountant {Firm Name) Telephone Number
Darnell & Meyering, P.C. (734) 246-9240
Street Address City State Zip
20600 Fureka Rd., Suite 900 Taylor ML 48180
Aulhonm?’}\ Signature ) Printed Name License Number
o Hir et ™ I Randall H. Darnell 1313
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Independent Auditors’ Report

To the Mayor and Elected Officials ot the Council
City of Allen Park

168350 Southfield Road

Allen Park, MI 48101

We have audited the accompanving financtal statements of the governmental activities,
the business-type activities, the aggregate discretely presented component units, each
major fund, and the aggregate remaining fund information of the City of Allen Park,
Michigan, as of and for the year ended June 30, 2006, which collectively comprise the
City’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the City of Allen Park, Michigan’s management. Our
responsibility is to express opinions on these financial staternents based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis. evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basts for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the aggregate discretely presented component units, each major fund, and
the aggregate remaining fund information of the City of Allen Park, Michigan, as of June
30, 2006, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

The management’s discussion and analysis and budgetary comparison information on
pages v-ix and 37-38, are not a required part of the basic financial statements but are
supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and



presentation of the required supplementary information. However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the City of Allen Park, Michigan’s basic financial statements.
The introductory section, combining and individual nonmajor fund financial statements
are presented for purposes of additional analysis and are not a required part of the basic
financial statements. The combining and individual nonmajor fund financial statements
have been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the
basic financial statement taken as a whole. The introductory section has not been
subjected to the auditing procedures applied in the audit of the basic financial statement
and, accordingly, we express no opinion on it.

DARNELL & MEYERING, P.C.

;
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October 11, 2006
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City of Allen Park
Management’s Discussion and Analysis (MD&A)
Year ended June 30, 2006

OVERVIEW OF FINANCIAL STATEMENTS

The City of Allen Park, Michigan (the “City”) 2006 annual financial report is presented in
conformity with the requirements of GASB Statement No. 34. This annual report consists of four
parts — management’s discussion and analysis, the basic financial statements, required supplemental
information and other supplemental information. The basic financial statements include two kinds of
statements that present different views of the City. The first two statements are government-wide
financial statements that provide both short-term and long-term information about the City’s status.
The remaining statements are fund financial statements that focus on individual parts of the City’s
operations.

Government-wide financial statements
The government-wide financial statements are designed to provide readers with a broad overview of
the City’s finances, in a manner similar to a private-sector business.

The statement of Net Assets presents tnformation on all of the City’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the City is improving or
deteriorating.

The Statement of Activities presents information showing how the City’s net assets changed during
the most recent fiscal year. All changes in net assets are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future
fiscal periods.

The government-wide financial statements outline functions of the City that are principally supported
by revenues received from the State of Michigan and the taxpayers of the City of Allen Park.

Fund financial statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The City uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. All of the funds of the City can be
divided into six categories. They are:

A. General Government — General

B. Special Revenue — Major and Local Streets, Sidewalk, Building, Drug Law Enforcement,
and Library.

C. Debt Service — 2003 Community Center Construction Debt.



D. Capital Projects — Community Center Construction.

E. Enterprise — Water & Sewer.

F. Trust and Agency — Pension Trust, Public Employee Health, and Tax Collection.

All other funds are component units (see pages 14 and 15 of the notes to the financial
statements).

Financial Highlights

The General Fund reported revenue in excess of expenditures of $557,740, resulting in an increase in
the General Fund balance to $2,360,959. Ofthis amount, $821,523 is unreserved and undesignated,
or 3.8 percent, of General Fund expenditures.

A complete reorganization of City Hall was implemented within the past year. Five appointed
positions accepted the same early retirement incentive that was offered to the COAM and AFSCME
bargaining units last year. As aresult, several offices and operations have been combined, offering
better customer service at a reduced cost.

The City transitioned its prescription coverage from a fully insured plan to one which is self insured.
While it will take 2- 3 years to develop a comprehensive trend analysis, it resulted in an approximate
savings of $400,000 in its first year of implementation.

In loocking ahead to compliance with GASB 43 & 45, the City established a Puablic Employee
Health Fund. The City has been operating on a “pay as you go” basis in regards to OPEB (Other
Post Employment Benefits). Beginning with the fiscal year ending June 30, 2009, the City will be
required to recognize the actuarial determined liability on its balance sheet for purposes of GASB 34.
Early estimates have determined that the present value of the future benefits for current and retired
participants is approximately $70,000,000.

Governmental Activities

Net assets may serve over time as a useful indicator of a government’s financial position. In the case
of the City, assets exceeded liabilities by $90,202,700 in the current year compared to $92,363,551
in the prior year.

The largest portion of the City’s net assets reflects its investment in capital assets (e.g., land and
improvements, buildings and improvements, vehicles, furniture and equipment), less any related debt
used to acquire those assets that is still outstanding. The City uses these capital assets to provide
services to the public; consequently, these assets are not available for future spending. Although the
City’s investment in its capital assets is reported net of related debt, it should be noted that the
resources needed to repay this debt must be provided from other sources, since the capital assets
themselves cannot be used to liquidate these liabilities.

The City’s financial position is the product of a number of transactions including the net results of its
activities, the payment of debt, the acquisition and disposal of capital assets, and the depreciation of
capital assets.



Net Assets for the period ended June 30, 2005 and 2006:

Assets

Current Assets

Noncurrent Assets

Taotal Assets

Liabilities and Net Assets

Current Liabilities
Noncurrent Liabilities
Total Liabilities

Net Assets

[nvested in Capiral Assets
Net of Related Debt
Contributed Capital

Restricted
Unrestricted

Tatal Net Assets

Governmental Business-Type
Activities Activities Total
2006 2005 2006 20035 2006 2003

S 6171894 5 43865.082 § 7016325 S 4715295 S 13,188219 S 9,580,377
93.827.145 97,185,816 42.352.496 40,421,140 136,179 641 137,606,956
99.999.039 102,050,898 49.368.821 45,136,435 149,367,860 147,187,333
1,891,430 1,562,885 4,361,793 4,614,367 6,253.223 6,177,252
7,904,909 8,124,462 27,089,573 24.895.010 34,954 482 33.019472
9,796,339 9,687,347 31.451.366 29,509,377 41,247,705 39.196,724
87,332,712 92,013,092 13,476,545 13,951,263 100.809,257 105,964,335
- - 939,764 939.764 939,764 939,764
- - 1,017,344 608,837 1,017,344 608.837
2,869,988 150,459 2,483,802 127,194 5.353.790 477,653
$ 90202700 S 92363551 S 17917455 $ 15627.058 S [08,120.155 S 107.990.600
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The following table presents a summary of revenue and expense for the fiscal year ended June 30,

2005 and 2006:

Revenues
General Revenues
Charges for Services
Operating Grants & Contributiens
Capital Grants & Contributions

Total Revenues

Program Expenses including
Indirect Expenses

General Government

Public Safety

Highways and Streets

Sanitation

Recreation and Culture

[nterest Expense

Unailocated Depreciation Expense
Water and Sewer

Total Expenses

Change in Net Assefs

Covemmental Business-Type
Activities Activities Total

2006 2005 2006 2005 2006 2005
S 21794683 S 24249142 S5 4872941  $ 1912578 8 26,067,624 S 26,161,720
5,389.324 3.183.201 6,026,039 5,466,236 9,415,363 8,646,437
553,440 445214 - - 555,440 445,214
- 230,309 - - - 230,309
25.739.447 28.107.866 10.898.980 7.378.814 36,638,427 35,486,680
8,215,204 7,391,201 - - 8,215,204 7,391,201
9,506,768 9,789,652 - - 9,506,768 9,789.652
2,563,407 4,137.341 - - 2,563,407 4.157.34]
1,747,871 2,053,430 - - 1,747,871 2.053.430
1,482,566 2,044,645 - - 1,482,566 2,044,645
307.839 311,088 - - 307.839 311,088
4,076,643 4.093.375 - - 4,076,643 4,093,375
- - 8,608,583 6.712.310 8.608.583 6,712,310
27.900.258 29.340.732 8.608.583 6,712,310 36.508.881 36,553,042
$ (2.160.851) § {1,732.866) § 2,290,397 § 666,504 S 129546 5 (1,066,362)

v1il



Current Economic Conditions

The City continues to maintain positive fund balances in each of its funds. The major sources of
revenue for the City are property taxes and state shared revenue. While the City’s taxable value
of property has increased slightly, it has not grown at the same rate as other expenditures (e.g.
health care.) In addition, the State of Michigan continues to use reductions in state shared
revenue as a means to alleviate their budget deficits. We must continue to plan long term,
balancing cost reductions with the level of service that our citizens have grown accustomed to.

Economic Factors and Next Year’s Budget

The City needs to closely monitor its budget for next year as it continues to take on possible
reductions in state-shared revenue, increasing health care costs and lack of significant growth in
property tax revenue due to the impact of Proposal A and the Headlee Amendment. The cost savings
achieved by the early retirement incentive will need to be weighed against the increasing pension and
health care contributions. No local tax increase is expected in the future but city services will
continue to be evaluated if the financial pressures continue,

Contacting the City’s Management

This financial report is intended to provide citizens, taxpayers, customers and investors with a
general overview of the City’s finances and to show the City’s accountability for the money it
receives. For additional questions about this report or additional information, requests should be
directed to the City Administrator (313) 928-2473 or mail to 16850 Southfield Road, Allen Park, M1
48101.

1X



SST1°60RTT $ 098°L9¢6rl  § 1Z889c’6r  § 6E0‘a66'66 8

E‘L1T9 1+9°641°9¢1 06+ TCETE SP1LZR'Eh

- 00t ‘601 00606 005°8¢

(178°7$8°C) (Ps9°L1°L0T) (1Z°69¢°T1) (6E¥°T56'16)

LSE°LER'6 200°v99°€0Z LLELFIFS 9£9°910°6¢1

€975 LYRCTH'6E 6EF 612 8P F0L6E

Fe8'1659 617°881°¢1 STL10°L 681219

- ]Z€9 8LOE 0sz°¢

F95 16¢€ OLRLOS (LR°LOS -

SHTET L69ESLT 914871 CET I8

$ol €41 L01 EFF'LOT -

- - {6z8'991) 678°991

K040°€9 - - -

- 00$°z - 005°C

- 806 - 805

peegl oveiet OFE el -

- CE6ELT - CELEIN

- ST OvL 010°SLY SEFIL

- 189°CI6 667°R9¢ 8¢ PHE

67 $60°9 $ L6108 $ ZS9°9ET'C 078°78SY  §
spun (AN SANALDY SINIANDY

wauodwo))

adAr-ssouisng

[PIUDLILIDAO)

00T ‘OF 2wf

SIASS Y JON JO UUNmIg
jaed wy Jo A1

$1ISSY [BI0]

§1355Y JUALINJIUGN] |EIO ],
0o 1U21In0) Jo JON 1UNnodsIg puog
UoNeIM1da(] PARNIWNIIY $897]
paeaidacy Bulag s1essy |ende)
poreraaada( Butag yoN sypssy [ende)
ISJISSY JUILINDUON

S}ISSY JUANINY) [BIO],

UNOASKT pUog JO UOIIOJ JUudlIny)
sjus|eAInbi] YSES pUR YSB) pMnsay
sasuadxg predaid
AI01uaau]
ad&)-ssauisng 3 [RIUSWUIDAOD) ‘sadue|ey] [RUINU]
JUNUUIIAOC) AJRUIL] WOod] IR
nun) yuauodwor)y Wol,[ At
spuny| Aauafy wony angg

18219)U]

[RuauIuIaA0d 0]

SIUNONNY

{19N) saxe],
1S9|QRAIIIY
sjuajeanby yse) pue ysed
:§JISSY AN
5)355Y



‘S)UALWLAE)S {E1DUEUY 34) Jo Hed |esBajul ue ale sajou BuiAuedwosoe ay],

061" 90€’S $ ssrozI'sol § 199 AT A G 00LT0T06  §
PLTTSS'S 06L°€SE'S TORERTT 886'698°C

- F6T18 t6T I8 -

. 988°11¢ 988°11¢ -

- 6FIFES 6F1°+ES -
SL6 1HL S10°061 SLONGT -

- FOL 6L FOL 6L -
(669°L86) LST 608001 CESTGLEEL TILTEELS
SO9'TNS L SOL'LYT LF 99¢ 16F 1€ 6EE°96L G
(H00°08L'9 T8FF66'TE €L 6RDLT 606'F06'L
ODONRLO 001'98£°€E Q0T°9L0°LT 000°DsED

- FLT'L - YLTL

- SO 109°1 £LY'ES CEO'LPS L
§99°7TL £TTEST9 £6L°19¢°F O 168°1
000's T 156°¢98°l 166'88L°| a00°'sL
- 659'€ - 659°¢
- 65T LKL OF6's G61EIHT
- OLL'LOS'T CLO'LEL’T SSLFL
- SERILI - SFR 1L
- R00°59 800°¢9 -
(HST - - -
L10°08 £61°9ET LE]LEL 9FE86
StISIT $ SESLER'I $ et 0g9 $ gor'Lze’t  §

snun 1210, SANANIY SANIALDY

yuauoduwioy

adf)-ssausnyg

[EIDUIUII2A00)

$1358Y 1IN [PI0],

pR12INsaIy

UBUINIRIA] 1IN

yuswaaoidury 109

Jomagnseq - juawmaoejday

2014195 1G9(]
:10] paNINSay
Jeide) panquiuoy
1921 pRIRITy JO 19N SIessy rende) ut pajsaau]
151358y JAN

IR [PI0],

SR JUALINIUON [0 ],
uoTLIOg TUaLIny) JO 19N ‘lqeded spuog
uonIog ua1n)) Jo 19N ‘djqeded NoN
uoIIog WAL JO 19N ‘SPDUSqY pajesuadwio)
ISINIPLT JUILANIUON

SAMIARIT IUIIN [RI0],
alqeird SpUog JO UOIHO4 JUHR1IN)
a[qeded 210K JO UOIMIO ] JUd1IN)
saouasqy patesuadiuo)) Jo UoIMo JudlIn)
INUAATY paIJa(
STUSIULIIAODN) 1210 01 20(]
nupy yusuodwo)) 03 an(g
JuSNNLISA0N) Arenajld 0) angg
aqeARd 1IN PATUIDY
SATJIGRI JUaLIN)) 1210 Uk d[qede  SHN00Y
SINIQRIT JU2010)

$)aSSY 19N PUY SIUIHARTT



Gogzor) § - 3 - s - g - $  CIBGYI § - $  OLVTLEL § smp) wauodwiosy (1o,
- - - - - nawdopaaspay prajumon
{8£€'98) - - CLR'6OI - £12°952 uorssiwrarosy futsnot]
(L+6'T6) - - - - LV6'T6 Auoyiny Fupping
(910°€z0' 13 - - - - 910'€Z0°l Auoyiny 1wawdopasg] uwmomo(]
s\ uavodwo)
- §  (8L0°85597) §  (bhCZRET) 8 (PESTSSGED) § - $  ObFSSs §  £9rCIrG §  189'80S'9€ § wawmsAon KIwur] |?10],
- (++c'z8s'e) (r+5'IRs'T) - - - 6E0 9709 £8C'80Y'% JaMIT PUP J2IR AN
Kanor adAi-ssowsng
- (reg'ssa e} - (reg'cca’ee) - oFtsss FZE'6REE RET'006°LT SANIANDY [FUAUNUIACT) TFIO],
- (£r9'oLo't) - (ev9'9L0't) - - - EF99LO°F asuadxz uonetardagy parsoqedry
- (GER'LOE) - (6ER'L0OE) - - - 658'L0E asuadx 1521mu]
- (o9¢ zZat'1) - {995'Z8t' 1) - - - 9957811 2IM{N7) pUR UDYRAIIDY
n (HL8LrL'n) - (1eg'LrL’1) - - - 1L8°LELT uchmIN
- (Lov'£95'7) - (Lot'£95°7) - - - LOP'E9S'T s1e0115 pur ARayTif]
- (0166616} - e'o6l'6) - 8SRO0¢ - 89L°90¢°6 Lioges agng
- §  (B6TLLSY) § - § (ReT'Lis't) § 0 - $ 4191 A rZE'6BE'E § roz'cize § USUNUBADE) [RIFUID)
(SB1JIAN DR {RUIWWIIAONY
sy ILIGRR SAMIANDY salilaloy SUOMNGIUGT)  SUONNQINGO.) 79 SA0NIAG sasuadxy gmmIgoId /suonoun,|
wasuodwo) ad& § -ssaursng) | PUAULIAAOLY pur sjurany funeiady  so) selimgp

spumgy eide)

NPDUILIPAONY _hm._«_.__.m.—ﬂ—

S1AssY 0N Ul Sadueyn) pun ANUIAIY (ASUDIXH } 10N

sanuaady| wrido1]

9007 ‘Of aun[ papuy Ies L
SAANDY JO 1IRDIMG

Yirg ualpy 1o A1



‘sjuawale)s [esueul auy jo yed [eiBajy ue ate sajou Butuedwosse ay)

06F90E'S & SS10ZI80l §  SShLIsLl §  00LTOTo6  §
L6G'LTIT 609066 L0 BSO'LTYCT [C5°E0E°T6
£6¥'RLO e A | LGE06T'T (1Sg°091°D)
P6L U8R FTY'L99'97 Iv6TL'F £89°F6L 1T

- 905°¢E - 906°cE

oL’ L6B TRO'E LRI0ST 1L 1£6°T
FIL0LT §6CTTL 159°6T1 FO6 TES
006°LSE - - -

- 7900t S - 7900 S
9I8'FFT’l  § rO9L6E LT £Oreest § 10S°PORTL  §
11 Mol SMALDY SAUANDY
yauodwoy adf [ -ssowmisng [MLUAUNLIDADL)

-

WIAUMLIDAOLY ATRUILY ]
F5Ry o Ul Sodurm_y pun anaaady (astadxif} 1PN

uipuyg - 51988y 19N

Aurunnagg - s1985Y 19N
glassy JaN ut adumy)

SANIAADY [RIaUaD) MO,

SIOJSUBL]
jassy (rpdeny jo apug uo (Sso) uler) - WA feloadg

SNoAUR| [0S

sBUmLIRL] JUauNSaAU]

s{muay

SAMUIAIY pAIFG-2)MS

saxe) Apadold
SANUAATY [BLIUILY



Z88'9L6'1 98£°96¥ 966°6L 11
Po0°c8T - $90°<8T
cSi'pL cel'veL -
61£°1+ - 6lE e
0s - 0$
SCL'EEr kRS 0Ly 1L1'E6T
SHL6S | - CHL6SI
F6T'T8L LPO° 18T $ $ Lr9‘ons $
10 DEr'S b 9F9'68$'T $ $ SeH'0rR’ L 3
CEC'TRR €0o'g TE9°8LR
Al - SOz
FoL'cek <Ng'LbL GRO'LET
SOI°FLL - COI'FLT
T9Ethe AYAL] 0e1'9TE
078°78¢'Y % 986'61H'T $ $ t€8°791°C $
spun.| spun;| pun.j puad
[PIUAUITIDAOD) |PIUIUIDAOD) uonoNNsuo) jedauan)
™oy, Jofruruopny 191Uy
»UYO Ajlunwiuo)

900 "0 aung

SpUN. [RIUDWILIAAOD)

1PoYg Mun[Rg]

e uaqy jo iy

sapqert B0l
ysodag] pue spung mo1asy
NUIAIY PRI
ajgeied saouasqy paesuadwo)
SUAWLSAC D) 12YI1( O, AN
spuny 210 o, M
[{odked paniody
a[qeied SN0y
HEl)

seouv[Eg punyg puw sa|Iqer]

513SSY |B)O L

sasuadxsy predasg
SIUDWUIIA0N) JYIQ Wwod,] 3n(!
Spun.j 1) ol (|

»yo

SIUDWUSSISS Y

saxe}
1S9[qeA1202Y
siuajealnby yse) @ yse)
S19SSY



"§)Uawaes jeraueuty syl jo ped jerbaiu ue are sajou Burkuedwooae sy

00L'T0T'06 $ SOIANIE [RIUIUIaA0T JO 519558 12N
[CLi); "Spunj jpieaUaA0d w Apiger| v se papnioul jou si ajqeArd 1sasul panIddy
(£RI'vLE'9) (Junoasip Jo 12u) sjqeAed sajou pur spuog
(se9'Lrs’l) S1JURq AIURIIAIS PUE SAoUASqE pajrsuadiuo)

‘spuny ayj ur papodal Jou a1e 210§ pue potad
JuaLInD atp) 1 ApqrAnd e anp jou e ‘ajqeded spuoq Buipniom ‘Sa[Iqel] W) Auon]

SEO'ROL'L6

(6EF'TS6'P6) st vonrrasadap paenumaoy
FROTTL'GRI ;) st s1asse [endes Jo 1500 Yy
-spuny ay) u1 panodal 10U 217 *210JaIAl) ‘PUB £20INOSDI |RIDURU)
J0u 2dp SANIANDE [RpUALUIAA0T ut pasn sjasse [ende))
‘aSNBARQ UAIBPJIP DR SIISSE 19U
1O USBIEIS 3Y) UT SANTANIR [ElUaWLIAA0T 10) papodal sjunowy

GITPSEY $ saUR|Rg PUNY [RIUNLUIIAOD [BIO],
109°0EF9 $ 99 6RST $ - $ SSOHOPR'E $ saauejeg pung pue SanNIqery [riog,
61TPSEY 09T €60°T - 656'098'T sadue|eg puny 1#)0]
TLU61SE 6FY LG9 - €818 pareuRIsapun) ‘paasasan(y
CEZ'IRY £09'¢ - TEO'RLR sasuadxg predaig 10y paalasay
ISYNLY ci1s'6it - 0F9' 1€ siea A 1uanbasqng 10 pajeudisac]
FoIc6TE - - FOL'6TE msep PIOS 10] parmudtsacy
(LosLt) {L08°LD) - - 01195 199(} 10] pareudisaq]
1s3uR(Rg punyg
T spuny spun,j pung T TTpung
JRIIALIZADT) [PIUMNEIAADD UONRINISU) [aauan
™o, JofewnoN Iaa)y
IMBO Lununuo )



City of Allen Park

Statement of Revenues, Expenditures and Changes in Fund Balances

Revenues:
Taxes
Intergovernmental:
State
Federal and State Grants
District Court
Local Sources
Fees
Interest Income
Other Revenue
Total Revenues

Expenditures:
Current:
Sanitation
General Government
Public Safery
Highway and Streets
Recreation and Culture
Debt Service:
Principal retirements
[nterest
Capital Outlay
Total Expenditures

Excess (Deficiency) of Revenues Over
Expenditures

Other Financing Sources (Uses):
Transfer In
Transfer Out
Proceeds From Sale of Fixed Assets
Bond Discount - Comm. Center Bonds
Total Other Financing Sources {Uses):

Net Change in Fund Balances

Fund Balances:
Beginning of Year

End of Year

Governmental Funds

June 30, 2006
Community Other
Center Nonmajor Total
General Construction Govermnmental Govemmental
Fund Fund Funds Funds

$ 11,574,388 - $ 830,113 § 12,804,501
3,692,128 - 1,777,002 5,469,130
221,140 - - 221,140
2,278,118 - - 2,278,118
3,674 - 50,808 56,482
1,256,461 - 501,426 1,757,887
301,947 1,101 89,856 592,904
2,216,921 - 306.858 2,523,779
22,146,777 1,101 3,556.063 25,703,941
1,747,871 - 1,747,871
7,024,338 12,827 1,270,801 8,307,986
9,679,276 - - 9,679,276
1,585,825 - 1,085,277 2,671,102
1,485,931 - - 1,485,931
2926 - 50,000 52,926
2,833 - 296,163 298,996

- 74,533 411,815 486,348
21,529,020 87.360 3.114,056 24,730,436
617,757 (86.259 442,007 973,505

- - 768,331 768,331
(96,105) (102,354) (569,872) (768,331)
36,088 - - 36,088
- - (65,000) (65,000)

(60,017 {102.334) 133,459 (28.912)
557,740 {188,613) 575,466 944,593
1,803,219 188,613 1,517,794 3,509,626
b} 2,360,959 - b} 2,093,260 3 4,454,219

The accompanying notes are an integral part of the financial staternents.



City of Allen Park
Reconciiiation of the Statement of Revenues,
Expenditures, and Changes in Fund Balances of Governmental Funds
To the Statement of Activities
Year Ended June 30, 2006

Net change in fund balances - total governmentai funds
Amounts reported for governmental activities in the statement of actvities are different because:

Governmental funds report capital outlays as expenditures. However. in the statement of
activities the cost of those assets is allocated over their estimated useful lives and reported
as depreciation expense.

Depreciation expense

Capital outlay

Gain on asset disposals

Proceeds from sale of assets

Repayments of principal on long-term debt is an expenditure in the governmental funds,
but not in the statement of activities {where it is a reduction of liabilities)
Principal payments on bonds and note payable

Accrued interest is recorded in the statement of activities when incurred; it is not reported
in governmental funds until paid
Accrued interest payable beginning of the year
Accrued interest payable end of the year
Amortization of bond discount increases interest expense in the statement of activities
Bond discounts are recorded as expenditures in the governmenial funds

Compensated absences are reported on the accrual method in the statement of activities. However,
in the governmental funds, compensated absences are recorded as an expenditure when the financial

resources are used.
Accrued compensated absences beginning of the year
Accrued compensated absences end of the year

Change in net assets of governmental activities

The accempanying notes are an integral part of the financial statements.

§ 944,593

(4,076,643)
721.804
35,506

(36,088)

52,926

92,753

(98,346)
(3.250)
65,000

1,688,329

(1,547.635)

S (2,160,851)
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City of Allen Park
Proprietary Funds
Statement of Net Assets

June 30, 2006

Assets
Current Assets:
Cash and Cash Equivalents
Interest Receivable
Customers Accounts Receivable:
Tax Roll:
Current
Delinquent
[nventory
Prepaid Bond Expense
Cuirent Portion Bond Discount
Total Current Assets

Noncurrent Assets:
Restricted Cash and Cash Equivalents - basin/sewer account
Capital Assets
Less: Accumulated Depreciation
Bond Discount, Net of Current Portion
Total Noncurrent Assets
Total Assets

Water and
Sewer
Fund

$

3,436,632
13,340
673,010

116,179
452,120
107,443
1,371,462
3.078

6,675.284

507,370
54,866,811
(12,565,215)

50,900

42,860,366

$

49,535,630

The accompanying notes are an integral part of the financial statements.



City of Allen Park
Proprietary Funds
Statement of Net Assets

June 30, 2006

Water and
Sewer
Fund
Liabilities and Net Assets
Current Liabilities:
Accounts Payable S 601,054
Accrued Interest Payable 137,847
Accrued Payroll 25,817
Deferred Revenue 1,733,613
Due to General Fund 166,829
Due to D.D.A. Bond Debt Retirement Fund 65,008
Compensated Absences Payable 5,940
Deposits Payable 3,561
Current Portion of Bonds Payable SR 1,588.951
Current Portion of General Obligation Bonds Payable 200,000
Total Current Liabilities 4,528.622
Long Term Liabilities:
Compensated Absences Payabie 33,473
Bonds Payable SRF 21,336,100
General Obligation Bonds Payable 5,700,000
Total Long Term Liabilities 27,089,573
Total Liabilities 31,618,195
Net Assets:
Invested in Capital Assets - Net of Related Debt 13,476,545
Contributed Capital-Sewer Grants 939.764
Restricted For:
Reserve for Debt Service 190,015
Reserve for Replacement - Basin/Sewer 534,149
Reserve for Future Water Improvement 211,886
Reserve for Meter Maintenance 81,294
Unrestricted 2,483,802
Total Net Assets S 17,917,455

The accompanying notes are an integral part of the financial statements.



Statement of Revenues, Expenses and Changes in Net Assets
Year Ended June 30, 2006

Operating Revenues
Water Sales
Sewage Disposal Services
Penalties
Miscellaneous

Total Operating Revenues

Operating Expenses
Operating Costs
Personal Services
Utilities
Repairs and Maintenance
Supplies and Other Expenses
Depreciation

Total Operating Expenses

Operating Income {Loss)
Nonoperating Revenues (Expenses)

Interest and Investment Revenue

Interest Expense

Consent Judgment - Sewers

ECPAD Reimbursement - Wayne County
Total Nonoperating Revenue (Expense)
Change in Net Assets

Total Net Assets - Beginning

Total Net Assets - Ending

The accompanying notes are an integral part of the financial statements.

City of Allen Park

Proprietary Funds

Water and

Sewer Fund

2,469,494
3,269,130
123,711
513,891

6.176.226

2,819,860
1,795,385
96,491
248,658
176,914
1,197,194

6.333,002

(158,776)

129,651
(402,119)
1,930,302

791,339

2,449,173

2,290,397

15,627,058

8

17,917,455
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City of Allen Park
Proprietary Funds
Statement of Cash Flows
For Fiscal Year Ended June 30, 2006

Water and
Sewer Fund
Cash Flows From Operating Activities:
Receipts from Customers $ 3,396,282
Payments to Suppliers (5,294,198)
Penalties Recetved 123,711
Net Cash Provided by Operating Activities 423,793
Cash Flows from Non-Capital Financing Activities:
Intergovernmental charges (1653)
Consent Judgment Monies Received 2,064,578
ECPAD Reimbursement 791,339
Transfer to other funds (202,378)
Miscellaneous Revenue 313,851
Net Cash Provided by Non-Capital Activities: 2,967,263
Cash Flows from Capital and Related Financing Activities:
Proceeds from [ssuance of Bonds 3,968 444
Principal and Interest Paid on Bonds (2,000,691)
Purchase of Fixed Assets (3,101,631)
Decrease in Restricted Assets 419,954
Net Cash (Used) by Capital and Related Financing Activities (713,944)
Cash Flows From Investing Activities:
Investment Interest 116,311
Net Cash Provided by Investing Activities 116,511
Net Increase in Cash and Cash Equivalents 2,795,427
Beginning Cash and Equivalents, July I, 2003 641,225
Ending Cash & Equivalents, June 30, 2006 3 3,436,652
Reconciliation of Operating Income to Net Cash Provided (Used)
By Operating Activities:
Operating Loss $ (472,502)
Adjustment to Reconcile Operating Income to Net Cash Provided
By Operating Activities:
Depreciation Expense 1,197,195
Increase in Accounts Recetvable (37.726)
Increase in Tax Roll (108,177)
Increase in [nventory (24,636)
Decrease in Accounts Payable (181,872)
Increase in Accrued Payroll 25,817
Increase in Compensated Absences Payable 24,135
Increase in Deposits Payable 3,561
Total Adjustments 898,297
Net Cash Provided by Operating A ctivities $ 425,795

The accompanying notes are an integrai part of the finarcial statements.



Assets:
Cash and Cash Equivalents
Due From General Fund
Accrued Interest and Dividends
Investments - at Fair Value
U.S Government Obligations
Domestic Stocks
Mortgage Backed Securities
Bonds
Mutual Funds
Total [nvestments

Total Assets

Liabilities and Fund Balances

Liabilities:

Accounts Payable

Due to Other Funds

Payable to Other Gov. Agencies
Payable to Retiree Benefits

Total Liabilities

Net Assets:

Held in Trust for Pension Benefits

Total Net Assets

The accompanying notes are an integral part of the finanacial statements.

City of Allen Park
Fiductary Funds
Stareman: of Net Assets
Year Ended June 30, 2006

Agency Funds

Public
Employee Tax
Persion Heaith Collection

Trust Fund Fund
S 2.586,227 286,334 S 6,226
- 171,798 -
232,258 - -
16,437,700 - -
27,202,357 - -
2.437375 - .
5,065,397 - -
23,580,588 - -
74,723,417 - -
S 77.541.902 458,332 S 6,226
- 562 -
- - 4,508
- - 1,718
- 457,770 -
- 458,332 S 6,226

77.541,902

S 77,541,902
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Citv of Allen Park
Fiduciary Funds
Statement ot Changes in Net Assets
For the Fisca! Year Ended June 30, 2006

Pension
Fund
Additions:
Contributions Employver:
Police & Fire g 933,808
General 487,690
Water & Basin 156,779
24th District Court 207,578
Total Emplover 1,785,855
Plan Members 577,296
Total Contributions 2,363,151
Investment [ncome:
Net (depreciation) in Fair Value of [nvestments (1,607.748)
Interest and Dividends 2,712,651
Miscellaneous 9,197
Gain on Sale of Investments 3,518,955
Total [nvestment Income 4,633,055
Less: Investment Expenses:
Actuarial Services 35,025
Legal 5.247
Securities Lending Expenses:
Agency Fee 105,354
Miscellaneous 1,817
Total Investment Expenses 147,643
Net [nvestment Income 4485412
Total Additions 6,848,563
Deductions:
Benefits 4,638,935
Refunds 48,201
Toal Deductions 4,687,136
Change in Net Assets 2,161,427
Net Assets - Beginning 75,380,475
Net Assets - Ending S 77,341,902

The accompanying notes are 2n integral part of the financial statements.



City of Allen Park
Component Units
Statenrent of Net Assets
June 30, 2006

Downtown Brownfield Toral
Development Buiding Housing Redevelopment  Component
Agthornity Authority Commission Authority Units

Assets:
Current Assets:
Cash and Cash Equivalenis S 3722600 S 4944 5 122338 S 245616 $ 6.095.498
Interest Receivable 13,045 1,289 - - 16,334
Due From Water & Sewer Fund 635,008 - - - 65,008
Inventories - - 165 - 165
Prepaid Expenses 17,400 - 5,385 - 23.285
Restricted Cash and Cash Equivalents - 391,564 - - 391.564
Capital Assels - Net 3.952.712 1,490,903 773,676 - 6.217.301
Total Assets 9.722.775 1.888.700 902,064 245,616 12.809.155
Liabilities;
Accounts Payable 199,070 - - - 199.070
Accrued Interest Payable 77177 2.840 - - 80,017
Tenants Security Deposits - - 3877 - 3.877
Payroll and Other Tax Liabilitics - - 12.201 - 12,201
Due to General Fund 2,300 - - - 2,500
Noncurrent Liabilities:

Due Within One Year 313,000 110.000 - - 425,000

Duc tn More Than One Year 5.885.000 893,000 - - 6.780.000
Total Liabilities 6.478.747 1.007.840 16,078 - 7,502,665
Net Assets:
Invested in Capital Assels - Net of Related Debt (2.247.278} 485,903 T773.676 - {987.699)
Restricted for;

Debt Service 349.062 392.853 - - 741915
Unrestricted 3,192,244 2,104 112,310 245,616 3.552,274
Total Net Assets $ 3.294.028 §  B880.860 S 885,986 $ 245616 3 5,306,490

The accompanying notes are an integral part of the fnancial statements.
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CITY OF ALLEN PARK
Nozies to the Financial Statements
June 30, 2006

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the City of Allen Park conform to accounting principles generally accepted in the
United States of America (GAAP) as applicable to government units. The foilowing is a summary of the
significant accounting policies used by the City of Allen Park:

A. Reporting Entity

The City of Allen Park was incorporated under the laws of the State of Michigan and is governed by an elected
seven-member council (Board). The accompanying financial statements present the government and its
component units. As defined by GASB Statement No. 14, component units are entities for which the government
is considered to be financially accountable. The discretely presented component units are reported in aggregate in
a separate column in the government-wide financial statements to emphasize that it is legally separate from the
government (see discussion below for description}.

Blended Component Units

Blended component units are separate legal entities that meet the component unit criteria described above and
whose governing body is the same or substantially the same as the City Council or the component unit provides
services entirely to the City. Currently, the City has no blended component units.

Discretely Presented Component Units

Discretely presented component units are separate legal entities that meet the component unit criteria described
above but do not meet the criteria for blending. The City’s discretely presented component units are presented

below:

Component Unit: Allen Park Downtown Development Authority

Reporting: Special Revenue Fund

Brief Description:

Act 197 of the Public Acts of 1975 of the State of Michigan, commonly referred to as the Downtown
Development Authority Act, was created in part to correct and prevent deterioration of business districts; to
promote economic growth and revitalization; to encourage historic preservation; to authorize the acquisition and
disposal of interests in real and personal property; to authorize the creation of the authority; to authorize the
levy and collection of taxes, the issuance of bonds and the use of tax increment financing in the accomplishment
of specific downtown development activities contained in locally-adopted development plans.

The Act seeks to attack probiems of urban decline, sirengthen existing areas and encourage new private
developments in the downtown districts of Michigan communities. [t seeks to accomplish this goal by
providing communities with the necessary legal, monetary and organizational tools to revitalize downtown
districts either through public-initiated projects or in concert with privately motivated development projects.
The manner in which downtown development authorities chose to make use of these tools does, of course,
depend on the problems and opportunities facing each particular downtown district and the development
priorities sought by the community in the revitalization of its business area.

14



CITY OF ALLEN PARK
Notes to the Financial Statements
June 30, 2006
{Continued)

Component Unit: Allen Park Building Authority

Reporting: Special Revenue Fund

Brief Description:

The Allen Park Building Authority has constructed and funded, by use of bonding, the 24" District Court
Building.

Complete financial statements of the Allen Park Building Authority can be obtained directly from their
administrative office located at the following address:

Allen Park Building Authority
16850 Southfield Road
Allen Park, MI 48101

Component Unit: Allen Park Housing Commission

Reporting; Enterprise Fund

Brief Description:

The Allen Park Housing Commission was formed to develop senior citizens housing. A senior citizen
apartment complex was developed on Champaign Street in Allen Park, Michigan. The complex is funded
partiaily by the U.S. Department of Housing and Urban Development (HUD} and rental fees received from the

tenants.

Component Unit: Brownfield Redevelopment Authority

Reporting: Special Revenue Fund

Brief Description:

The Brownfield Redeveiopment Authority was created, pursuant to Public Act 381 of 1996, to promote
revitalization of environmentally distressed areas within the City. The Brownfield Redevelopment Authority is
funded primarily by property tax revenue captures. The Brownfield Redevelopment Authority is governed by a
seven-member board that is appointed by the mayor and confirmed by the City Council.

All the information obtained from the above discretely presented component units are included in the audited
annual financial statements.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net assets and the statement of changes in net
assets) report information on all of the non-fiduciary activities of the primary government and its component
units. For the most part, the effect of interfund activity has been removed from these statements. Governmental
activities, normaily supported by taxes and intergovernmental revenues, are reported separately from business-
type activities which rely to a significant extent on fees and charges for support. Likewise, the primary

15



CITY OF ALLEN PARK
Notes to the Financial Statements
June 30, 2006
(Continued)

government is reported separately from certain legally separate component units for which the primary
government is financiaily accountable.

The statement of activities demonstrates the degree to which the direct expenses of a given function or segments
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific function or
segment. Program revenues include: (1) charges to customers or applicants who purchase, use, or directly benefit
from goods, services, or privileges provided by a given function or segment; and (2) grants and contributions that
are restricted to meeting the operational or capital requirements of a particular function or segment. Taxes and
other items not properly included among program revenues are reported instead as general revenue.

Separate financial statements are provided for governmental funds, proprietary funds and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in the fund financial statements.

C. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus and the
full accrual basis of accounting, as are the proprietary fund and fiduciary fund financial statements. Revenue is
recorded when earned and expenses are recorded when a liability is incurred, regardless of the timing of refated
cash flows. Property taxes are recognized as revenue in the year for which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider have been niet.

Governmental fund financial statements are reported using the current financial resources measurement focus and
the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable and available.
Revenue is considered to be available if it is collected within the current period or soon enough thereafter to pay
liabilities of the current period. For this purpose, the City considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generaily are recorded when a liability is
incurred, as under full accrual accounting. However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment is due.

The financial transactions of the City are reported in individual funds in the fund financial statements. Each fund
is accounted for by providing a separate set of self-balancing accounts that comprises its assets, liabilities,
reserves, fund equity, revenues and expenditures/expenses. The various funds are reported by generic
classification within the financial statements. The following fund types are used by the City.

1. Governmental Funds:

The focus of the governmental funds’ measurement (in the fund statements) is upon determination of financial
position and changes in financial position (sources, uses, and balances of financial resources) rather than upon
net income. The following is a description of the governmental funds of the City:

2. General fund is the general operating fund of the City. It is used to account for all financial
resources except those required to be accounted for in another fund.

b. Special revenue funds are used to account for the proceeds of specific revenue sources that are
legally restricted to expenditures for specified purposes.

c. Debt service funds are used to account for the accumulation of funds for the periodic payment of
principal and interest on general long-term debt.

16



CITY OF ALLEN PARK
Notes to the Financial Statements
June 20, 2006
(Continued)

d. Capital projects funds are used to account for financial resources to be used for the acquisition or
construction of major capitai facilities (other than those financed by business-type/proprietary funds).

2. Proprietary Funds:

The focus of proprietary fund measursment is upon determination of operating income, changes in net assets,
financial position, and cash flows. The geaerally accepted accounting principles applicable are those similar
to businesses in the private sector. The following is a description of the proprietary funds of the City:

Enterprise funds are required to be used to account for operations for which a fee is charged to
external users for goods or services and the activity (a} is financed with debt that is sotely secured by a
pledge of the net revenues, (b) has third party requirements that the cost of providing services, including
capital costs, be recovered with fees and charges or (c) establishes fees and charges based on a pricing
policy designed to recover similar costs.

3. Fiduciary Funds:

Fiduciary Funds are used to report assets held in a trustee or agency capacity for others and therefore are not
available to support City programs. The reporting focus is on net assets and changes in net assets and are
reported using accounting principies similar to proprietary funds.

The emphasis in fund financial statements is on major funds in either the governmental or business-type activities
categories. Nonmajor funds by category are summarized into a single column. GASB Statement No. 34 sets forth
minimum criteria (percentage of the assets, liabilitizs, revenues or expenditures/expenses of either fund category
and the governmental and enterprise combined) for the determination of major funds. The City did not elect to

add funds, as major funds, which either had debt outstanding or specific community focus. The nonmajor funds
are combined in a column in the fund financial statements.

The City reports the following major governmental funds:
1. General fund — see above for description.

2. Community Center Construction Fund — Capital project fund that accounts for the receipt of bond
proceeds and the expenditures refated to the construction of an addition to the current community center.

The City reports the following major proprietary funds:

1. Water and Sewer fund — Accounts for activities associated with providing water and sewer services to
the public.

Additionally, the City reports the following nonmajor funds:

Special Revenue Funds:

1. Motor Vehicle Highway — Major fund - Accounts for the revenues and expenditures related to the
maintenance of major streets located in the City limits.

2. Motor Vehicle Highway — Local fund — Accounts for the revenues and expenditures related to the
maintenance of the local streets located in the City limits.

17



CITY OF ALLEN PARK
Notes io the Financial Statements
June 30, 2006
(Continued)

3. Sidewalk Fund - Accounts for the revenue and expenditures related to the maintenance the City’s
sidewalks.

4. Building Fund — Accounts for the revenues and expenditures related to building inspections throughout
the City.

5. Drug Law Enforcement Fund - Accounts for the revenue and expenditures for maintaining and
enforcing laws related to drug use and prevention.

6. Library Fund — Accounts for the revenue and expenditures related to the operation of the City’s library.

Debt Service Fund

1. Community Center Debt Fund — Accounts for the debt service related to the bonds issued for the
construction of an addition to present community center.

The City reports the following Fiduciary funds:

1. Pension Fund — Accounts for the activities of the City’s employees retirement system, which
accumuiates resources for pension benefit payments to qualified employees.

2. Tax Collection Fund — Accounts for the collection and distribution of real and personal property taxes
that were levied during the fiscal year.

3. Public Employee Health Fund — Accounts for the payments of retiree health benefits.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in both the
government-wide and proprietary fund financial statements to the extent that those standards do not conflict with
the standards of the GASB. The government has elected to also follow the private sector standards issued after

November 30, 1989 for its business-type activities.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the govemnment’s water and sewer fund and
various other functions of government. Elimination of these charges would distort the direct costs and program
revenues reported for the various functions concerned.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating revenue and
expenses generally result from providing services in connection with a proprietary fund’s principal ongoing
operations. The principal operating revenue of the City’s proprietary fund relates to charges to customers for
sales and services. The water and sewer fund also recognizes the portion of tap fees intended to recover current
costs as operating revenue. Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenue and expenses not meeting this definition
are reported as non-operating revenue and expenses.

D. Assets, Liabilities, and Net Assets or Equity

Bank Deposits and [nvestments — Cash and cash equivalents are considered to be cash on hand, demand deposits,
and short-term investments with a maturity of three months or less of the date acquired by the City.
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Certain Investments and for External Investment Pools” and GASB Statement No. 40 “Deposit and Investment
Risk Disclosures”. Under these standards. certain investments are stated at fair value based on quoted market
prices; other investments are stated at cost or amortized cost. except for investments in the pension trust fund,
which are reported at fair value.

Receivables and Payables — In general, outstanding balances between funds are reported as “due to/due from other
funds”. Activity berween funds that is representative of lending/borrowing arrangements outstanding at the end
of the fiscal year is referred to as “advances to/from other funds”.

Ad Valorem Taxes -All trade and property tax receivables are shown as net of allowance for uncollectible
amounts. Real and Property taxes are levied on each July 1*' and December 1 on the taxable valuation of the city
as of the preceding December 31, Taxes are considered delinquent on March 1* of the following year, at which
time penalties and interest are assessed. The City Charter limits the ad valorem tax rate for operating purposes to
12.5 mills of valuation. The ad valorem rate during the year was 10.59 mills.

Inventories and Prepaid items — Inventories are valued at cost, on a first-in, first-out basis. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certain payments
to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in both government-
wide and fund financial statements.

Restricted Assets — Certain proceeds of the enterprise fund revenues are set aside for purposes of funding the
replacement of water and sewer mains.

Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure assets (e.g. roads,
bridges, sidewalks, and similar items), are reported in the applicable governmental or business-type activities
column in the government-wide financial statements. The government defines capital assets as assets with an
initial individual cost of more than $1,000 and an estimated useful life in excess of two years. Such assets are
recorded at historical cost or estimated historical cost if purchased or constructed. Donated capital assets are
recorded at estimated fair market value at the date of donation.

Interest incurred during the construction of capital assets of business-type activities is included as part of the
capitalized value of the assets constructed. During the current year, there was no interest expense that was
capitalized as part of the cost of assets under construction,

Property, plant and equipment are depreciated using the straight-line method over the following useful lives:

Buildings 40 years
Building and Site Improvements 20-30 years
Water and Sewer Lines 40-60 years
Roads and Other Infrastructures 40 years
Vehicles 5-10 years
Machinery & Equipment 5-20 years

Compensated Absences — [t is the City’s policy to permit employees to accumulate eamned but unused sick and
vacation pay benefits. All vacation pay is accrued when incurred in the government-wide, proprietary, and
fiduciary fund financial statements. A liability for these amounts is reported in governmental funds only if they
have matured, for example, as a result of employee resignations and retirements.
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Long-Term Obligations — In the government-wide financial statements and the proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as liabilities in the applicable
governmental activities, business-type activities, or proprietary fund type statement of net assets.

Bond premiums and discounts, as well as issuance costs. are deferred and amortized over the life of the bonds
using the straight-line method. Bonds payable are reporied net of applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over the term of the related debt. In the fund
financial statements, governmental fund types recognize bond premiums and discounts, as well as bond sources.
Premiums received on debt issuances are reported as other financing sources while discounts are reported as other
financing uses. Issuance costs are reported as debt services expenditures.

Fund Equity — In the fund financial statements, government funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by outside parties for use for a specific purpose.
Designations of fund balance represent tentative management plans that are subject to change.

NOTE 2 —- STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

A. Budgetary Information

The City prepares its annual budget on a basis consistent with accounting principles generally accepted in the
United States of America. Annual appropriated budgets are adopted for the general, special revenue, debt service,
and enterprise funds. All annual appropriations lapse at fiscal year end. Project-length financial plans are
adopted for all capital projects funds.

All agencies of the government submit their requests for appropriation to the City Administrator so that a budget
may be prepared. The budget is prepared by fund, function, and department, and includes information on the past
year, current year estimates, and requested appropriations for the next fiscal year.

The proposed budget is presented to the City’s ceuncil for review. The council holds public hearings and may
add to, subtract from, or change appropriations, but may not change the form of the budget. The government’s
department heads may make transfers of appropriations within a department. Transfers of appropriations between
departments require the approval of council. The legal level of budgetary control (i.e., the level at which
expenditures may not legally exceed appropriations) is the department level, During the year, supplementary
appropriations were necessary.

B. Excess of expenditures over appropriations

For the fiscal year ended June 30, 2006, expenditures exceeded appropriations in the following general fund
accounts:

Amount by which

expenditures
exceeded
Fungction appropriations
General Fund:
Engineering b 14,984
Police 230,694
Recreation 33,861
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NOTE 3 — DEPQOSITS AND INVESTMENTS

Act 217, P.A. 1982, authorizes the City to deposit and invest in:

1.

2.

Bonds and other direct obligations of the Uniicd States or its agencies;

Certificates of deposit, savings accounts, geposit accounts, or depository receipts of federally insured banks,
insured savings and loan associations, or credit unions insured by the national credit union administration that
are eligtble to be a depository of surplus money belonging to the State under Section 5 or 6 of Act 105, P.A.
1855, as amended (MCL 21,145 and 21.146);

Commercial paper rated at time of purchase within the three highest classifications established by not less than
two standard rating services. Maturity cannot be more than 270 days after purchase and not more than 50
percent of any fund may be invested in commercial paper at any time,

United States government or Federal agency obligation repurchase agreements;

Banker's acceptance of United States banks:

Mutual funds composed of investments, which are legal for direct investments by local units of government in
Michigan.

Cash is held in the name of the City in the general fund. These deposits are subject to custodial credit risk. This is the
risk that in the event of a bank failure, the City’s deposits may not be retumed to it. The City minimizes custodial
credit risk on deposits by assessing the credit worthiness of the individual institutions in which it deposits funds. The
amount of deposits with each institution is assessed to determine the level of risk it may pose to the City in relation to
deposits in excess of insured amounts. These assessments are performed by the City at least annually. At vear end,
the City's carrying amount of deposits for the general government, restricted and unrestricted, and its fiduciary funds
were $10,521,216 and $6,226 respectively, of those amounts, $200,000 was covered by federal depository insurance
and $10,327,443 was uninsured and uncollateralized.

The carry amount of deposits for the City’s discretely presented component units, was $6,486,962 and of those
amounts, $500,000 was covered by federal depository insurance and $3,986,962 was uninsured and uncollateralized.

100% of the City's deposits are contained in entities that are within the State of Michigan or considered to be
located in the State of Michigan.

NOTE 4 - RECEIVABLES

Receivables at June 30, 2006 consist of the following:

General Enterprise Total
Receivables:
Taxes (Net) $ 344182 S 368,299 $ 912,681
Accounts 71,435 675,010 746,445
District Court 102,730 - 102,730
Wayne County Block Grant 11,205 - 11,205
Interest - 13,340 13,340

L)

Total Receivables 529,752 S 1,256,649 S 1,786,401
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NOTE 5 - CAPITAL ASSETS

Capital asset activity for the City for the current year was as follows:

Beginning Ending
Balance Increases Decreases Balance
Governmental Activities:
Capital assets not being depreciated
Land S 39,704,448 ) - - S 39,704,448
Subtotal 39,704,448 - - 39,704 448
Capital assets being depreciated:
Buildings and site 14,048,886 54.698 - 14,103,584
Leasehold Improvements 120,379 - - 120,379
Land Improvements 1,910,369 - - 1,610,369
Furniture & Equipment 5,474,160 362,179 (71,384) 5,764,955
Vehicles 3,007,518 304,928 (339,181) 2,973,265
Infrastructure 124,144,084 - - 124,144,084
Subtotal 148,705,396 721,805 (410,565) 149,016,636
Total Governmental Activities 188.409 844 721,805 {410,565) 188,721,084
Less: Accumulated depreciation for:
Buildings and site {6,228,106) (354,379) - (6.582,485)
Leasehold improvements (84.266) (6,019) - (90,285)
Land improvements (719,675) (72,723) - (792,398)
Fumiture & Equipment (4,095,107) (338,076) 70,802 (4,362,381)
Vehicles (2,568,572) (201,844) 339,180 (2,431,236)
Infrastructure (77,590,052) {(3,103,602) - (80,693,654)
Subtotal (91,285,778) {4,076,643) 409,982 (94,952,439
Net capital assets being depreciated 57,419,618 (3.354,838) (583) 54,064,197
Capital assets-net of depreciation $ 97,124,066 $ (3,354,838) (583)  § 93,768,645

[ R
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Capital Asset activity for Component Units was as follows:

Downtown Development Authority

Beginning Ending
Balance [ncreases LDecreages _Balance
Govermnmental Activities:
Capital assets not being depreciated:
Land $ 64715  § - 3 - 3 64,715
Subtotal 64,715 - - 64,715
Capital assets being depreciated:
Buildings 210,521 - - 210,521
Furniture & Equipment 17,816 - - 17,816
Site Improvement 4,573,389 1,306,122 - 5,879,511
Subtotal 4,801,726 1,306,122 - 6,107,848
Total Governmental Activities 4,866,441 1,306,122 - 6,172,563
Less Accumulated depreciation for:
Buildings (67,128) (5,263) - (72,391}
Furniture & Equipment (13,194} (3,563) - (16,757)
Site Improvement (1,863,508) (267,185) - (2,130,693}
Subtotal (1,943,830) (276,011} - (2,219,841}
Net capital assets being depreciated 2,857,896 1,030,111 - 3,888,007
Capital assets-net of depreciation $ 292611  $ 1,030,111 § - $ 395272
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Allen Park Building Authority:
Beginning Ending
Balance Increases Decreases Balance
Governmerttal Activities:
Capital assets not being depreciated:
Land $ 100,000 $ - 5 - $ 100,000
Subtotal 100,000 - - 100,000
Capital assets being depreciated:
Buildings 2,029,861 - - 2,029,861
Furniture & Equipment 170,029 - - 170,029
Subtotal 2,199,890 - - 2,199,890
Total Governmental Activities 2.299,890 - - 2,299,890
Less Accumulated depreciation for:
Buildings (585,712) (53,246) - (638,958)
Furmniture & Equipment (170,029) - - (170,029)
Subtotal (755,741) (53,246) - (808,987)
Net capital assets being depreciated 1,444,149 (53.246) - 1,390,903
Capital assets-net of depreciation $ 1,544,149 § (53246) § - $ 1,490,903
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Allen Park Housing Authority:
Beginning Ending
Balance Increases  Reclassifications _Decreases Balance
Governmental Activities:
Capital assets not being depreciated:
Land $ 68050 % - 3 - 8 - 5§ 68,050
Subtotal 68,050 - - - 68,050
Capita] assets being depreciated:
Buildings 793,289 - 5,107 - 798,396
Building [mprovements 342,838 291,373 (5,107 - 629,154
Furniture & Equipment 18,133 - - - 18,153
Computers & Machinery 82,416 1,500 - - 83,916
Subtotal 1,236,746 292,873 - - 1,529,619
Total Governmental Activities 1,304,796 292 873 - - 1,597,669
Less: Accumulated depreciation for:
Buildings (633,076) (19,960) 45,423 - (607,613)
Building [mprovements (92,556) (18,389) (45,423) - (156,368)
Fumiture & Equipment (9,514) (L7530 - - (11,245)
Computers & Machinery (38,903) (9,864) - - (48,767)
Subtotal (774,049) (49,944) - - (823,993)
Net capital assets being depreciated 462,697 242,929 - - 705,626
Capital assets-net of depreciation $ 530,747 § 242929 § - % - § 773,676
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Business-Tvpe Activities

Beginning Ending
Balance Increases Decreases Balance
Business Type Activities
Capital assets not being depreciated:
Land S - S 20,000 S - S 20,000
Construction in Progress - 199,439 - 199,439
Subtotal - 219,439 - 219,439
Capital assets being depreciated:
Buildings 1,284,123 - - 1,284,123
Site Improvements 48,918,248 2,862,010 - 51,780,258
Meter Installation 217,600 - - 217,600
Machinery & Equipment 1,345,189 20,202 - 1,365,391
Subtotal 51,765,160 2,882,212 - 54,647,372
Totat Business Type Activities 51,765,160 3,101,651 - 54.860.811
Less Accumulated depreciation for:
Buildings (632.549) (61,491) - (694,040)
Site Improvements (9,517,624) (1,029,085) - (10,546,709)
Meter Installation (205,487) (3,2067) - (208,754
Machinery & Equipment (1.012,361) (103,351) - (1,115,712)
Subtotal (11,368,021) (1,197,194} - (12,565,215)
Net capital assets being depreciated 40,397,139 1,685,018 - 42,082,157
§ 40,397,139 § 1,904,457 $ - $ 42,301,5%
Business-type activities:
Water § 1,063,044
Sewer 134,150
Total business-type activities depreciation expense $ 1,197,194

In Business-Type activities, the following estimated useful lives are used to compute depreciation:

Mains 30 Years
Equipment 5-10 Years
Vehicles 4 Years
Hydrants 50 Ycars
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NOTE 6 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS

" The composition of inter-fund balances is as follows:

Due To/From Other Funds

Receivable Fund Payable Fund Amount
- General Fund S 287989 MVH - Major Fund S 31,837
MVH - Local Fund 83,747
D.D.A. Fund 2,500
- Water & Sewer Fund 166,829
School & County Tax Fund 3,076
- 287.989 287,989
Building Fund 43,641 General Fund 293,171
- Library Fund 71,573
- Community Center Debt Fund 34
Drug Law Enforcement Fund 6,105
- Public Employee Health Fund 171,798
293,171 293,171
- Sidewalk Fund 1,432 School & County Tax Fund 1,432
" MVH - Local Fund 265000 MVH - Major Fund 25,000
D.D.A. Bond Debt Fund 65,008 Water & Sewer Fund 65,008
Total S 672,600 S 672,600

Advances FromyTo Other Funds

Receivable Fund Pavable Fund Amount
Drug Law Enforcement Fund ) 6,105 General Fund 3 96,105
Library Fund 50.000
96,105 96,105
Community Center Debt Fund 102,354 Comm. Center Const. Fund 102,354
- MVH - Local 369,872 MVH - Mzjor 569,872
- D.D.A Bond Debt Fund 501,000 D.D.A. Operating Fund 501,000
h Total S 1,269,331 $ 1,269,331
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NOTE 7 - LONG-TERM DEBT

General Obligation Bonds. The government ssves seneral obligation bonds to provide funds for the acquisition and
construction of major capital facilitics. General obligatior bonds have been issued for both general government and
proprietary activities. These bonds therefore are reported in the proprietary funds if they are expected to be repaid

from proprietary revenues. In addition, gencral oblization bonds have been issued to refund both general obligations
and revenue bonds.

General obligations bonds are direct obligations and pledge the full faith and credit of the City. These bonds
gencrally are issucd as 25-year serial bonds. except for refunding issues, with equal amounts of principal maturing
each year. Judgment bonds are bonds issued to finance an amount to be paid or collected by the City as the result
of a court decision. General obligations bonds and judgment bonds currently outstanding are as follows:

Amount

Outstanding

Description Interest Rate  June 30, 2006
Governmental Activities

General Obligation Bonds

2003 Community Center Bonds 3.0%-50%  § 6,425,000

Compensated Absences 1,788,954

Note Payable 10,933

Total Governmental Activities 3 8,224,887

Business-Tyvpe Activities
General Obligation Bonds

2002 Limited Tax Construction Bonds 38%-47% % 1,960,000
2005 Limited Tax Construction Bonds 3.5% -4.2% 4,000,000
Compensated Absences 59,413

Judgment Bonds

1999 Series A (Refunded) 4.8% -5.1% 2,071,774
1999 Series B 2.0% -2.5% 1,189,258
SRF Bonds, Projects 1-14 19,664,019
Total Business Type Activities $ 28884464
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Annual debt service requirements to maturity for the above obligations are as follows:

Govemmental Activities

Business-Type Activites

June 30, Priacipal Interest Principal Interest
2007 h) 75,000 § 293,538 5 1,788,951 § 820,545
2008 100,000 290,163 1,850,546 770,204
2009 100,000 286,413 1,911,475 717,879
2010 100,000 282,663 1,962,172 663,028
2011 125,000 278,288 2,022,043 606,216
2012-2016 700,000 1,314,288 10,375,019 2,125,424
2017-2021 1,000,000 1,139,888 7,384,845 824,836
2022-2026 1,300.000 389,225 [,530,000 158,038
2027-2031 1,650,000 530,744 - -
2032-2034 1,275,000 08,125 - -
Totals § 6,425,000 $ 5,403,335 $ 28,825,051 § 6,686,218
Changes in long-term liabilities
Long-term liability activity for the fiscal year ended June 30, 2006 was as follows:
Balance Additions Reductions Balance One Year
Governmental activities:
Bonds payable:
General obligation Bonds $ 6475000 3 - $ (50,0000 8% 6425000 3 75000
Note Payable 13,339 - (2,926) 10,933 3.659
Compensated Absences 1,688,529 269,588 (169,163) 1,788,954 241319
Totai governmental activity long-term
liabilities $ 8177388 § 269,588 § (222,089) § 8224887 3§ 319,978
Business-type activities:
Bonds payable:
General obligation Bonds $ 1950,000 § 4000000 § (50,000) § 5900000 § 200,000
Judgment Bonds 24,495,871 - {1,570,820) 22,925,051 1,588,951
Compensated Absences 35,278 50,437 (26,302) 59,413 5,940
Total business-type activity long-term
liabilities § 26,481,149  § 4050437  $(1,647,122) 528884464 5 1,794,391
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Component Unit Long Term Debt:
Downtown Development Authority
2003 Refunding Bonds 51,800,000

Annual debt service requirements to maturity for general obligation bonds of the Downtown Development Authority
are as follows:

Fiscal Year Ending

June 30, Principal Interest
2007 5 215,000 5 55,103
2008 215,000 50,265
2009 215,000 44,621
2010 220,000 38,090
2011 225,000 30,578

2012-2014 710,000 41,040

Tatals 5 1.800,000 3 259,697

¥
N
=
=
=
=
o

2005 Downtown Development Bonds

Fiscal Year Ending

June 30, Principal Interest
2007 $ 100,000 3 174,280
2008 100,000 171,280
2009 110,000 168,280
2010 120,000 164,705
2011 125,000 160,805
2012-2016 920,000 726,875
2017-2021 1,475,000 499,793
2022-2025 1,450,000 161,040

Totals § 4,400000 § 2,227,058
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The Allen Park Building Authority

Revenue Bonds: The government also issues bonds where the government pledges income derived from the
acquired or constructed assets to pay debt service. Revenue bonds outstanding at June 30, 2006 are as follows:

Purpose Interest Rates Amount

2003 Building Authority
Refunding Bonds 3-38% $.1,005,000

Revenue bond debt service requirements to maturity are as follows:

Fiscal Year Ending

June 30, Principal Interest
2007 $ 110,000 $ 34,083
2008 115,000 30,783
2009 120,000 27,333
2010 125,000 23,733
2011 150,000 19,545

2012-2014 405,000 30,6530
Totals $ 1,005,000 § 166,107

Changes in long-term liabilities — Component Units

Long-term liability activity, by component unit, for the fiscal year ended June 30, 2006, was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Downtown Development Auth.
Bonds payable;
General obligation Bonds § 6,510,000 3 - § (310,000) § 4,200,000 $ 315,000
Total Downtown Development Auth,
liabilities 5 6,510,000 3 - $ (310,0000 § 6,200,000 $ 315,000
Allen Park Building Authority
Bonds payable:
Revenue Bonds $ 1,115,000 $ - $ (110,000) § 1,005,000 $ 110,000
Total Allen Park Building Authority
liabilities $ 1,115,000 5 - § (110,000) § 1,005,000 § 110,000
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NOTE 9 - JOINTLY GOVERNED ORGANIZATION -

The City of Allen Park in conjunction with the City of Melvindale governs the 24th District Court. The two cities
are referred to as District Control Units (DCU's). The Court reeeives its operating revenue mainly from fines and
fees. Based on a joint agreement the City of Allen Park receives 2/3 of the revenue received by the Court through
fines and fees and the City of Melvindale reccives /3. The Allen Park City Council and the Melvindale City
Council approve the Court's annual budget each year and contribute to the Court monthly a share of the annual
budget based on the same ratio that revenues are distributed by the Court to the DCU's. A copy of the 24" District
Court’s separate financial statements can be obtained at 16850 Southfield Road, Allen Park, Michigan. Financial
segment information as of and for the year ended June 30, 2006 is presented below.

Total Assets $ 1,006,004
Total Liabilities 226,656
Total Net Assets 779,408
Total Revenue 3,029,676
Total Expenses 2.945.367
Change in Net Assets 84,309
Total Outstanding Long-Term $ 106,223
Debt

NOTE 10 - POST-EMPLOYEE HEALTH CARE BENEFITS

In addition to providing pension benefits, the government provides certain insurance benefits for retired
employees. Substantially all of the government's employees may become eligible for those benefits if they reach
normal retirement age while working for the government. The cost of retiree insurance benefits is recognized as
expenditure as claims are paid. This plan is self-funded. The total expenditure for the year ended June 30, 2006
was approximately § 1,642,230.

The Governmental Accounting Standards Board has recently released Statement No. 45, Accounting and
Reporting by Employers for Postemployment Benefits Other than Pensions. The new pronouncement provides
guidance for local units of government in recognizing the cost of retiree health care, as well as any “other
postemployment benefits other than pensions. The new rules will cause the government-wide financial staternents
to recognize the cost of providing retiree health care coverage over the working life of the employee, rather than
at the time health care premiums are paid. The new pronouncement is effective for all original Phase 2 Local
units (Allen Park) for the fiscal year ending June 30, 2009,

NOTE 11 - EMPLOYEE RETIREMENT SYSTEM

PLAN DESCRIPTION, CONTRIBUTION INFORMATION AND FUNDING POLICIES

The City participates in a multiple-employer public employee retirement system. Assets are held separately and
may be used only for the payment of benefits to the members of the plan.
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The following is a summary of funding policies, contribution methods and benefit provisions:

Year established and
Governing authority

Determination of contribution
Requirement

Employer:

City of Allen Park
General
Police-Fire
Water

24" District Court
Court

Plan Members contributions:

Funding of
Administrative costs

Period required to vest

Eligibility for distribution
General, Water & Court

Police-Fire

Provisions for:
Disability benefits
Death benefits

Memberships of the plan are as follows:

Non-vested active members
Fully vested active members
Retirees and beneficiaries currently
receiving benefits
Total

Retirement Svstem

1949; City Council Ordinance

On the basis of the December 31, 2005 actuarial valuation,
the employer rates were determined to be as follows:

Percents of Active

Contributions for Member Pavroll

Normal cost (Weighted Average) 15.87%
Accrued Liabilities
(full funding credit) 4.37%

Total Employer Rate 2024 %

13.59% of covered payroll
17.56% of covered payroll
13.39% of covered payroll

13.39% of covered payroll

6.00% of covered payroll

[nvestment earnings

10 years

Age 54 with 10 or more years of service.
Effective 6-30-05, age is reduced to 53.
Age 52 with 10 or more years of service

Yes
Yes

~J
L

D
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CITY OF ALLEN PARK
Notes to the Financial Statements
June 30, 2006
(Continued)

Annual Required Contributions

Actuarial assumptions and other informaticn used to determine the annual required contribution (ARC) are
located in the schedules that are at the conclusion of this note.

Reserves

There are no assets legally reserved for purposes other than the payment of plan member benefits. The plan held
no individual investment (other than U.S. Government and U.S. Government guaranteed obligations) whose
market value exceeds five percent or more of net assets available for benefits. There are no long-term contracts
for contributions.

Funding Status and Progress

The amount shown below as the "pension benefit obligation" is a standardized disclosure measure of the present
value of pension benefits, adjusted for the effects of projected salary increases, estimated to be payable in the
future as a result of employee service to date. The measure is the actuarial present value of credited projected
benefits and is intended to (i) help users assess the pian's funding status on a going-concern basis, (ii) assess
progress being made in accumulating sufficient assets to pay benefits when due, and (iii) allow for comparisons
among public employee retirement plans. The measure is independent of the actuarial funding method used to
determine contributions to the plan.

The pension benefit obligation was determined as part of an actuarial valuation of the plan as of December 31,
2005. Significant actuarial assumptions used in determining the pension benefit obligation include (a) a rate of
return on the investment of present and future assets of 7.5% per year compounded annually, (b) projected salary
increases of 4.5% per year compounded annually, attributable to inflation, (c) additional projected salary increases
ranging from 0.7% to 3.8% per year, depending on age, attributable to seniority/merit, and (d) the assumption that
benefits will not increase after retirement.

Contribution Required and Contributions Made:

The City's funding policy provides for periodic employer contributions at actuarially determined rates that,
expressed as percentages of annual covered payroll, are designed to accumulate sufficient assets to pay benefits
when due. The normal cost and actuarial accrued liability are determined using an entry age actuarial funding
method. Unfunded actuarial accrued liabilities are being amortized as a level percent of payroll over a period of
20 years.



CITY OF ALLEN PARK
Notes to the Financial Statements
June 30, 2006
(Continued)

Schedule of Funding Progress (Dollar amounts in millions)

Actuarial
Accrued UAAlLasa
Actuarial Liabiliry Unfunded Percent of
Actuarial Value (AAL) AAL Funded Covered Covered
Valuation of Assets -Entry Age (UAAL) Ratio Payroll Payroll
12/31 (a) (b) (b)-(a) (a)/(b) (c) [(b)-a)}/(c)
1993 $ 314 § 338 $ 24 92.9% § 6.7 35.3%
1994 * 35.0 35.7 0.7 98.0 6.9 10.1
1995* 39.7 39.7 0.0 100.0 7.2 -
1996* 448 42.2 (2.6) 106.2 7.3 -
1997+ 495 457 (3.8) 108.3 8.3 -
1998* 56.2 48.7 (7.5) 1154 9.0 -
1999+ 62.3 54.6 (7.7) 114.1 9.3 -
2000 67.9 58.8 (9.1) 115.5 10.4 -
2001 71.9 62.9 (8.9) 114.3 10.8 -
2002 72.4 68.1 (4.3 106.3 10.8 -
2003 73.5 73.4 D 100.1 10.5 -
2004* 76.1 76.8 0.7 99.1 11.0 6.4
2005* 77.8 82.9 5.1 93.8 9.8 52.0
*Retirement systern benefits amended.
Schedule of Employer Pension Contributions:
Annual
Year ended Recommended Actual Percent
December 31 Contributions* Contributions Contributed
1995 937,489 937,643 100.0
1996 796,484 759,774 95.4
1997 843,241 824,087 97.7
1998 757,885 750,645 99.0
1999 799,998 783,153 97.9
2000 684,860 666,474 97.3
2001 879,415 848,414 96.5
2002 943,384 907,141 96.1
2003 883,031 872,008 98.8
2004 1,322,068 1,288,634 97.5
2005** 1,721,588 # 859,422 499
2006 1,846,188 # N/A N/A
2007 1,983,324 # N/A N/A

* Based on valuation payroll at the end of the year. Actual contributions may be based on pay paid throughout
the vear.
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CITY OF ALLEN PARK
Notes :c the Financial Statements
June 30, 2006
(Continued)

# Based on total payroll including DROP participants.
**Partial contribution made during 2004. Additional contributions expected to be made during 2005.

Summary of Actuarial Methods of Assumptions:

The information presented in the required supplementary schedules was determined as part of the actuarial
valuations at the dates indicated. Additional information as of the latest actuarial valuation follows:

Valuation date December 31, 2005
Actuarial cost method Entry Age
Amortization method Level percent
Remaining amortization period 15 years
Asset valuation method 4-year smoothed market
Actuarial assumptions:

Investment rate of return 7.5%

Projected salary increases® 4.5%-8.3%

Cost-of-living adjustments N/A

Payroll growth 4.5%

Group Size Growth 0%

* [ncludes inflation at 4.5%
NOTE 12 - RISK MANAGEMENT

The City is exposed to various risks of loss refated to property loss, torts, errors and omissions, employee injuries
(workers' compensation), as well as medical benefits provided to employees. The City has purchased commercial
insurance for medical benefits claims, participates in the Michigan Municipal League risk pool for claims relating
to workers' compensation and the Michigan Municipai Risk Management Authority state risk pool for property
loss, torts, errors and omissions. Settled claims relating to the commercial insurance have not exceeded the
amount of insurance coverage carried by the City while a participant of the Michigan Municipal Liability and
Property Pool.

The Michigan Municipal League risk pool program operates as a common risk-sharing management program for
local units of government in Michigan; member premiums are used to purchase commercial excess insurance
coverage and to pay member claims in excess of deductibie amounts.

The Michigan Municipal Risk Management Authority risk pool program operates as a claims servicing pool for
amounts up to member retention limits, and operates as a common risk-sharing management program for losses in
excess of member retention amounts. Although premiums are paid annually to the Authority, and the Authority
pays claims up to the retention limits, the ultimate liability for those claims remains with the City.



REQUIRED SUPPLEMENTAL INFORMATION



Account

Tax Collections:
Current
Payment in Lieu of Taxes
Total Tax
State of Michigan:
Highway Fund
Liquor License Fee
Liquor Tax
Sales Tax
Total State
Other Revenue:
Federal Grant
State Grant
District Court
Local
Fees
Charges for Services
Interest
Miscellancous
Total Other Revenue
Total Revenue

ity oof Adlen Park

" Generul Fund

Statement of Revenues, Expenditures and
Changes in Fund Balanc? - Budget and Actual - |

Tuiy 1, 2003 to June 30. 20006

Variance

Originai Amended Favorable
Budgert Budget Actual {Unfavorable)
£ 11939385 11,939,383 11,955,492 $ 16,107
13,000 13,000 18.896 3,896
11,952,383 11,952,383 11.974.388 22,003
1,830,000 1,830,000 818.649 (1,001,351}
1,000 1,000 633 (367)
19,000 19,000 16,667 (2,333)
2751675 2,751,675 2,856,179 104,504
4,600,675 4,600,675 3,692,128 (909.547)
159,400 159,400 140.063 (19.337)
12,000 2,000 81,077 69,077
2,000,000 2,000,000 2.278,118 278,118
3,000 3.000 3,674 674
1,147,000 1,147,000 1.256,461 109.461
1,277,500 1,277,500 1,610,717 333,217
140,000 140,000 501,947 361,947
403,000 403,000 606,204 201,204
5,145,900 5,143,900 6,480.261 1.334,361
5 21699960 21,699,960 22,146,777 5 446,817




City of Allen Park
General Fund
Staternent ol Revenues. Expenditures and
Changes in Fund Balance - Budget and Actual -2
July 1, 2005 w June 30, 2006

Variance
Original Amended Favorable
Activity Budget Budget Actual {Unfavorable)

Mayor & Council s 72,000 S 72,000 S 67,396 S 4,604
District Court 1,776,300 1.779,300 1,776,300 -
Assessor 241,900 241,900 236,488 5412
Personnel 349 060 379,060 378,079 981
Finance 305,115 295,115 277,703 17.412
Engineering 179,400 179,400 194,384 (14,984)
Cuy Clerk 308.580 308,580 282,343 26,235
Administrator 1,100,110 1,150,110 1,099,235 50.873
Treasurer 234,880 259,880 251,397 8,483
City Hall 315,520 375,520 358,031 17,489
Police 5,574,750 6,024,750 6,255,444 (230,694)
Fire 3.466.500 3,466,500 31423832 42 668
Public Service 1,758,460 1,908,460 1,585,825 322635
Recreation 1,.412.070 1,452.070 1,485,531 (33.861)
Sanitation 2,133,000 2,133,000 1,747,871 385,129
Insurance 2,600,000 2,100,000 2,100,000 -
Debt Service 5,760 5,760 5,759 l
Contingencies 225,000 - - -
Total Expenditures 221164035 22,131,405 21,529,020 602,385
Excess of Revenues Over

{Under) Expenditures {416.445) (431,445) 617,757 1,049,202
Other Financing Sources (Uses}):

Sale of Fixed Assets - - 36,088 316,088

Transfer to Drug Law Enforcement Fund - - (6,105) (6,105}

Transfer to Library Fund - - {90,000) {90,000)

Total Other Financing Sources {Uses) - - (60.017) {60,017
Net Change in Fund Balances (416,445) (431,445) 557,740 989,185
Fund Balance - July 1, 2003 1,220,986 1,803,219 1.803,219 -
Fund Batance - June 30, 2006 S 804,541 b 1,371.774 ) 2,360,959 S 989,185
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City of Allen Park
Motor Venicle Highway Fund-Major
Statement of Revenues, Expenditures and
Changes in Fund Bailance - Budget and Actual - |
Jufy 1, 2005 to Jupe 30, 2006

Variance
Original Final Favorable
Budget Budget Actual {Unfavorable)
Revenues
Starte of Michigan 5 1,339,487 g 1,324,487 5 1,289,253 b (35.234)
I[nterest Income 5,000 5,000 38,077 33.077
Total Revenues 1,344 487 1,329,487 1.327.330 (2,137
Expenditures
Maintenance:
Surface 23,000 25,000 12,980 12,020
Special Street Repair 20,000 20,000 - 20,000
Sweeping 80,000 80,000 49,936 30,044
Trees & Shrubs 100,000 100,000 26,274 73,726
Roadside Clean-up - - 7,234 (7.234)
Grass & Weeds 33,000 33,000 21,823 13,173
Traftic Signs & Signals 33,000 33,000 48,034 (13,054)
Pavement Marking 7.000 7.000 - 7.000
Winter Maintenance 40.000 40,000 26,234 13,766
Employee Fringe Benefits:
Routine Maintenance 80,000 80,000 32,962 47,038
Traftic Signals 12,000 12,000 7,542 4,458
Winter Maintenance 6.000 6,000 4,449 1,351
Roadside Parks:
Maintenance 28,000 28,000 13,730 14,270
Fringe Benefits 14,000 14,000 6,966 7,054
Administration:
Salaries 8.000 8,000 8,306 (506)
Fringe Benefits 3,000 3,000 4,404 (1,404)
Legal & Audit 1,000 1,000 - 1,600
Engineering 30,000 30,000 - 30,000
Subtotal 324,000 524,000 271,116 252,884
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Expenditures (Cont'd)
Other State Highway Censtruction:
Pelham Road
[-94 Misc. Projects
Bridge Inspection
Total Expenditures
Excess of Revenues over
(under) Expenditurcs
Other Financing Sources (Uses):
Transfer to MVH Local
Total Other Financing
Sources (Uses)
Net Change in Fund Balances
Fund Balance - July 1, 2005
Fund Balance - Junc 30, 2006

City of Allen Park
Motor Vehicle Highway Fund-Major
Statement of Revenues, Expendiwures and
Changes in Fund Balance - Budger ang Actual - 2
July 1, 2005 to June 30, 2006

Varance
Original Final Favorable
Budpget Budget Actual {Unfavorable)
33,000 33,000 - 33,000
400,000 100,300 154,907 (54.907)
5,000 3,000 - 5,000
962,000 662,000 426.023 235977
382,487 667,487 901,307 233,820
(569.872) {369,872) (569.872)
(569,872) (569,872) (569,872) -
(187,385) 97,615 131,435 233,820
687,064 702,977 702,977 -
) 499679 $ 800,592 $ 1,034,412 3 233,820




Revenues

State of Michigan

Miscellanous

[nterest [ncome
Total Revenues

Expenditures
Construction:
Ramp Sidewalks

Maintenance:

Surface

Special Sweet Repairs

Sweeping

Trees & Shrubs

Roadside Clean-up

Grass & Weeds

Tratfic Signals

Pavement Marking

Winter Maintenance
Employee Fringe Benefits:

Routine Maintenance

Tratfic Signs

Winter Maintenance
Administration:

Salaries

Fringe Benefits

Legal & Audit

Total Expenditures

City of Allen Park
Motor Vehicle Highway Fund-Local

Statement of Revenues, Expenditures and

Changes in Fund Balance - Budget and Actual - 1

July 1, 2005 1o fune 30, 2006

Variance
Orizinal Final Favorable
Budget Budget Actual (Untavorable)
5 490,879 5 477,879 465,981 b (11,898)
- - 25,000 25,000
3.000 3,000 16,850 13,850
493,379 480,879 307,831 26,952
- 53,041 {35,041)
55.000 35,000 36,679 18,321
20.000 20,000 9,434 10,566
210.000 210,000 149,457 60,543
250,000 50,000 74,784 (24.784)
- - 14,719 (14.719)
85,000 85,000 61,911 23,089
40.000 40,000 39,908 92
4.000 4,000 - 4,000
100,000 100,000 64,382 35618
220,000 220,000 89,619 150,381
25.000 25,000 19,881 5119
20,00¢ 20,000 9,638 10,362
21,000 21,000 22,336 (1,536)
10,000 10,000 11,245 (1,245)
1,000 1,000 - 1,000
1,061,000 861,000 659,254 201,746




Excess of Revenues over
(under) Expenditures

Other Financing Sources (Uses):

Transfer from Motor Vehicle
Highway Fund-Major
Total Other Financing
Sources (Uses)
Net Change in Fund Balances
Fund Balance - July 1, 2005
Fund Balance - June 30, 2006

City of Atlen Park

Motor Vehicle High vay Fund-Local
Statement of Revenues, Expenditures and

Changes in Fund Balance - Budyget and Actual - 2

Juty |, 2005 to June 30, 2006

Variance

Original Final Favorable
Budget Budget Aetual (Unfavorable}
(367.121) (380,121) (151,423 228,698
569,872 569,872 569,872 -
566,872 569,872 569,872 -
2,751 189,751 418,449 228,698

23.321 93,868 93,868 -
S 26,072 S 283,619 512,317 228,698
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City of Allen Park
Sidewalk Fund
Statement of Revenues, Expenditures and
Changes in Fund Balance - Budger and Actual
July 1. 2005 to June 30, 2006

Original Variance
and Finai Favorable
Budget Actual (Unfavorable)
Revenues
Billings § 85,000 S 1,749 § (83,251)
Interest Income 200 602 402
Total Revenues 85,200 2.351 (82.849)
Expenditures
Sidewalk Construction Cost 70,000 13,829 56,171
QOperating Supplies 1,000 12 988
Miscellaneous 200 9,984 (9,784)
Total Expenditures 71.200 23,825 47,375
Excess of Revenues Over(Under) Expenditures 14,000 (21.474) (35474
Net Change in Fund Balances 14,000 (21,474) (35,474)
Fund Balance - July 1, 2005 25,399 30,936 5,537
Fund Balance - June 34, 2006 S 39,399 by 9,462 S (29.937)




Cuv ot Alten Park
Building Fund
Stalerent ol Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual
Julv 1, 2005 to June 30, 2006

Variance
Onginal Final Favorabie
Budget Budget Actual (Unfavorable}
Revenues
Building Inspection Tees S 430,000 hY 410,000 g 407,068 g (2,932}
Interest [ncome 4,000 4,000 6,907 2,907
Rental [nspection Revenue 25,000 5,000 3,420 (1,580}
Other [ncome - - 12,338 12,538
Total Revenues 459,000 419.000 429933 10,933
Expenditures
Salaries and Fringe Benefits 339,040 122,060 347,978 (225,918
[nspectors 52,000 60,000 96,776 (36,776)
Operaling Expense 108,250 108,250 130,411 (22,161}
Capital Qutlay 45.000 45,000 29234 15,766
Total Expenditures 544290 335310 604,399 (269,089)
Excess (deficiency) of revenues
over (under) expenditures (85,290) 83,690 (174,466) (258,156)
Fund Balance - July 1, 2005 167.997 256,508 256,508 -
Fund Balance - June 30, 2006 S 82,707 S 340,198 S 82,042 S (258,156)
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Revenues
Forfeited Monies
[nterest Income
Miscellaneous
Total Revenues

Expenditures
Court & Attorney Costs
Operating Supplics
Vehicle Maintenance
Miscellaneous
Telephone and Communications
Capttal Quzlay

Total Expenditures

Excess (deficiency) ol revenues
over (under) expenditures

Other Financing Sources (Uses):

Transfer from General Fund
Total Other Financing
Sources (Uses)

Net Change in Fund Balances

Fund Balance - Huly I, 2005
Fund Balance - June 30, 2006

City of Allen Park

Drg Law Enforcement Fand
Statemnent of Revenues. Expeaditures and
Changes in Fund Balance - Budge: and Actual
July i, 2003 to June 30, 2006

Variance
Original Final Favorable

Budget Budyget Actual (Unfavorable)
S 382,060 5 332,000 S 306,858 S (25,142)
6,000 6,000 19,673 13,673

- - 8,830 8.850
388.000 338.000 135,381 (2.619}

1,500 1,300 512 988
; 13 (13

500 300 120 380
1.000 1,000 12,685 (11,685}
- - 1,802 (1,802)

194,850 524,850 379.832 145.018
197.850 527,850 394,964 132,886
190,150 (189,850} (59,583) 130,267

- 6.105 6,105

- - 6,105 6.105

190,150 (189,850 (53.478) 136,372
434,727 410,520 410,520 -

S 624,877 5 220,670 S 357,042 S 136,372




Revenues:

Current Taxes

Penalities and Fines

Local Fines

State Aid

Grants

[nterest Income
Total Revenues

Expenditures:
Part Time Personnel Services
Empiover FICA
Office Supplies
Operating Supplies
Administrative Fee
Library Services
Materials
Telephone
Ullities
Building Maimenance
Equipment Mainicnance
Capital Qutlay
Total Expenditures
Total Revenue Over
{Under) Expenditures

Other Financing Sources (Uses):

Transfer from General Fund
Total Other Financing
Sources (Uses)

Net Change in Fund Balances
Fund Balance - July 1, 2005
Fund Balance - June 30, 2006

City of Allen Park

Library Fund
Staternent of Revenues, Expenditures and

Changes in Fund Balance - Budget and Actual
Juiy 1, 2003 10 fune 30, 2006

Variance
Onginal Final Favorable

Budget Budget Actual {Unfavorable)
Y 460,000 $ 404,000 h) 462,672 h) 2672
33.000 82,000 87.063 3,065
3,000 3.000 7,293 4,293
22,000 22,000 21,768 (232)
1,000 1,000 1,000 -

2,000 2,600 4,366 2,360
521,000 570,000 584,164 14,164
40,000 40,600 44,920 (4.920)
3,060 3,066 3,582 (522
5,000 5,000 12,914 (7,914
7,500 7,500 22,299 (14,799
37,000 37,000 37,000 -
267,377 267,377 371,050 (103,673)
46,853 120563 110,632 9,931
1,500 1,500 2,380 (830)
21,000 21,000 25,359 (4,359)
17,000 17,000 24,432 (7,432)
- - 1,662 (1,662)

50,000 50,000 2,749 47,251
496,290 570,000 658,979 (88,979)
24710 - (74.815) (74,815)

- 90,000 90,000

- - 90,000 90,000

24,710 - 15,183 15,185

$ 24,710 b - b) 15,185 h) 15,185
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Citv of Allen Park
2003 Comimunity Center Construct: on Debt Fund
Staterment of Revenues, Expendiwures and
Changes in Tund Balance - Budget and Actual
July 1. 2005 to June 30, 2006

Variance
Original Final Favorable
Budget * Budget Actual (Unfavorabie)

Revenues:
Current Taxes 5 330.000 g 344,000 S 365,692 S 25,692
[nvestment [nterest 1,700 1,700 3.381 1,681

Total Revenues 341,700 341,700 369,073 27373
Expenditures:
Bond Principal 50,000 50.000 50,000 -
Bond Interest 206,163 206.163 296,163 -
Ayency Fees - - 449 (44N

Total Expenditures 346,163 346.163 346,612 (449
Total Revenue Over

(Under) Expenditures (4,463) (4,463) 22461 26,924
Other Financing Sources(Uses):

Bond Discount - Cormnm. Center Bends - - (65.000) (65,000)

Transfer from Comm. Ctr. Const, Fund - - 102,354 102,354
Teotal Other Financing Sources(Uses) - - 37.354 102,354
Net Change in Fund Balances (4.463) (4.463) 59.815 64,278
Fund Balance - July 1, 2005 22,555 22,985 22 985 -
Fund Balance - June 30, 2006 S 18.092 S 8,522 S 82,800 S 64,278
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Operating Revenue:
Water Sales
Water Costs
Net Water Operating Revenue

Sewage Sales
Sewage Costs
Net Sewer Operating Revenuc

Operating Revenue Net of Cost
Other Operating Revenue
Total Operating Revenue Net ol Cost

Operating Expense:
Operations
Depreciation
Total Operating Expense

Net Income (Loss) [rom Operations

Other Income (expense).
Interest Income
[nterest Expense
Bond Principal
Bond Procceds
ECPAD Reimbursement - Wayne County
Consent Judgment-Expense
Consent Judgment-Sewers
Total Other Income (Expense)
Net Income (L oss)

Ciry of Ailen Purk

Water and Sewer Fund

Starement of Revenue and Expense
Budget and Acwal
July 1, 2005 w fune 20, 2006

Variance
Original Final Favorable
Budget Budget Acwal {Unfavorabie)

S L.243.100 S 2,543,100 $ 2,469,494 3 (73,606)
1.329.460 1,329,400 1,261,642 67.758
1,113,780 1,213,700 1.207.852 {5.848)
2,550,900 2,550,900 2582243 31.343
1.549.100 1.549.100 1.543 612 5.488
1,001,300 1.001.800 1,038,631 36.831
2215300 2,215,500 2,246,483 30983

273.000 273.000 635,822 362,822
2.488.500 2.488.500 2,882,305 393.805
2,469,595 2,466,593 1,804,445 662,150
1,000,000 1.000,000 1,063,044 (63.044)
3,469,395 3,466,595 2.867.489 399,106
(981,095) (978.0935) 14816 952911

75,000 75,000 129,651 54651

(259,630) (259,650) (402,119) (142.469)
{150,000} (150,000) - 150,000
4.000.000 4,000.000 - (4,000,000}

- - 791,339 791.239

(1,503.079) (1,503.079) (1.871,462) (368,383)
1,503,100 1.503.100 3,801,764 2.298.664
3.665.371 3,665,371 2.449.173 (1,216,198)

S  2.684.276 $ 2,687,276 $ 2,463,985 3 (223.287)




City of Allen Park
Water and Sewer Fund
Ccorse Creek Basin
Statement of Revenue and Expense
Budget and Actual
Tuly [, 2005 to June 39, 2006

Variance
Original Final Favorable
Budgel Budget Actual (Unfavorable)
Operating Revenue:
Flat Charge $ 389,000 § 389,000 $ 392,929 $ 3,929
Flow Charge 92000 92,000 95,738 3,738
Total Operating Revenue 481,000 481,000 488.667 7.667
Operating Expense:
Personal Services 97,000 97.000 150,563 (33.363)
Administration . ’ - 35,728 (35,728)
Qvertime 24,000 24,000 331814 (9.8l
Clothing & Cleaning Allowance - - 152 (152)
Employer FICA 9,390 9.390 16,522 (7.132}
Employee Benelits 23.320 23,320 31,538 (8,218)
Longevily 1,800 1,800 - 1,800
Retirement Contributicn 103,340 103,340 33,973 49367
Compensated Absences - - 16,647 (16,647)
Workers Compensation 9,200 9,200 3,710 5,490
Equipment Rental 1,000 1,000 - 1,000
Office Supplies 1,000 1,000 2,359 (1,359}
Operating Supplies 1,000 1,000 180G 820
Contract Services 5,000 5,000 18,239 {13,239
Telephonc 4,000 4,000 4,433 (433)
Insurance 10,000 - - -
Fire & Liabilities Insurance 10.000 10,000 10,126 (126)
Consulting Engineers - - 35,567 (35,567
Utilities 55,000 55,000 68,392 (13,392)
Miscetlaneous 5,000 3,000 623 4,377
Depreciation 70,000 70,000 134,150 {64.1530)
Total Operating Expense 430.0350 420,050 616,718 (196,6631
Maintenance Expense:
Building 15,000 15,000 2,830 12,170
Equipment 15,000 15,000 30,885 (15,885}
Equipment Rental - 1,000 - 1,006
Vehicle 6,000 6,000 5,989 Il
Sewers 110,000 110,000 4,283 105,717
Fairlane/Independence Mkt Stations - - 1,389 (1,389
Total Maintenance Expense 146.000 147,000 45,376 101,624
Total Expense 576.050 567,050 662,094 (95,044)
Net Income (Loss) From Operations (95,030) (86,030) (173,427) (87,371
Other Income (Expense):
Intergovernmental Charges (60.,000) (60,000) {163) 59,835
Total Other Income (Expense) (60,0007 (60,000) (163) 39,835
Net Income (Loss) $ (155.050) $ (146,050) $ (173,592) $ (27,542)
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Net Income (Loss):
Water & Sewer Operating Schedule
Ecorse Cresk Basin Operating Schedule
Net Income {Loss) for the System
Net Assets, July 1, 2005
Net Assets, June 30, 2006

City of Allen Park
Water and Sewer Fund/Ecorse Creek Basin
Statement of Revenue, Expense and
Changes in Net Assets - Budget and Actual
July 1, 2003 to June 30, 2006

Varjance
Original Final Favorable
Budget Budget Actual {Unfavorable)
§ 2684276 S  2.687.276 $  2,463.989 3 (223.287)
(155.050) (146,050) (173.592) (27.542)
2,329.226 2.541226 2,290,397 (250.829
15,627.058 15,627,058 15,627.058 -
$ 18.156.284 $  18.168.284 $ 17917455 $ (250.829)

Lh
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City of Allen Park
Downtown Development Authority Fund

Statement of Revenues, Expenditures and

Changes in Fund Balance - Budget and Actual
July 1, 2003 t¢ june 30, 2006

Variance
Original Final Favorable
Budget Budaet Acrtual {Unfavorable)

Revenues:
Current Taxes S 1.027.000 ) 971,000 N 1,000,164 S 29.164
Rental Income 4,500 4,800 5,221 421
[nvestment [nterest 9,000 46,000 52,258 6,258
Miscellaneous Income 6.200 6,200 5,667 (333

Total Revenue 1,047,000 1,028,000 1,063,310 35310
Expenditures:
Pcrsonal Service 47.000 47.000 23,795 23,205
Employer FICA 3,600 3,600 2,903 697
Employee Benelits 11,649 11,649 20,060 (841D
Office Supply 1.200 1,200 454 746
Engineering Services 100,000 - - -
Administrative Fee 12,300 12,500 12,500
Management Services 200.000 200,000 244,658 (44,658)
Audit & Financial Service 22.500 22,500 16,572 (14,072)
Legal Services 42,000 30.000 8,318 21,682
Printing & Publishing 2.000 2,000 756 1,244
Fire & Liability [nsurance 4,000 4,000 - 4,000
Utilities/ Telephone 32,000 12,000 19,773 12,227
Building Maintenance 77,500 77,500 74,357 3,143
Rent 18,000 18,000 19,085 (1,085}
Memberships & Dues 1,500 1,500 1,665 (165)
Marketing & Promotions 10,000 10,000 6,673 3,327
Tax Adjustments 2,000 2,000 28,564 (26.564)
Economic Restruct 5,000 5,000 - 5,000
Design Committee 50,000 1,000 130 870
Miscellaneous 15.000 15.000 9,893 5,107

Total Expenditures 657,449 496,449 497,656 (1,207)
Total Revenue Cver (Under)

Expenditures 389,551 531,551 565,654 34,103
Other Financing Sources (Uses):

Transfer to I.D.A. Bond 890,000 (551,000) (501,000) 50,000

Proceeds from Sale of fixed assets
Debt Retirement Fund

Total Qther Financing Sourccs (Uses) 850,000 {551,000) {501,000) 50,000
Net Change in Fund Balances 1,279,551 (19,449} 64,654 84,103
Fund Balance - July 1, 2005 1,852,745 1,913,337 1,913,337 -
Fund Baiance - June 30, 2006 by 3,132,296 3 1.893,888 ;) 1,977,991 S 34,103
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Revenues:
Investment [nterest
Total Revenues

Expenditures:
Bond Principal
Bond Interest
Agency Fees
Total Expenditures
Total Revenue Over
{Under) Expenditures

Other Financing Soeurces{Uses):
Transfer from D.D.A. Fund
Total Other Financing Sources(Uses)

Net Change in Fund Balances
Fund Balance - July 1, 2005
Fund Balance - June 30, 2006

City of Allen Park

1992 D.D.A. Bond Debt Retirement Fund

Statement of Revenues, Expenditures and
Changes in Fund Balance - Budget and Actual

July 1, 20035 to June 30, 2006

Original Variance
and Final Favorable
Budyet Actual {Unfavorable)
5 6,000 S 15,066 ) 9.066
6,000 15,066 9,066
310,000 310,000 -
300,000 236,745 63.255
1.000 361 639
611,000 547,106 63,894
{605.,000) (532.040) 72,960
590,000 501,000 (389.000)
890,000 501,000 (339,000)
285,000 (31,040) (316,040)
367,708 380,102 12,394
5 652.708 3 349,062 $ (303,646}
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Revenues:
Invesument [nterest
Total Revenues

Expenditures:
Construction Costs
Total Expenditures
Total Revenue Over
(Under) Expenditures

Net Change in Fund Balances
Fund Balance - July 1, 2005
Fund Balance - June 30, 2006

Ciy ol Allen Park
Downtown Development Authority
Construction Fund

Statement of Revenues, Expenditures and

hanges in Fund Balance
July 1. 2005 to June 30. 2006

Variancc

Original Fnal Favorable
Buduet Buduer Actual {Unfavorable)
63,000 63.000 186.731 121.731
65.000 63.000 186,731 121,731
2.100.000 2,100,000 330,422 1.569.578
2,100,000 2,100,000 330422 1,569,578
(2,035,000) (2.035.000) (343.691) 1,691,309
(2,033,000) (2,035,000} (343.691) 1,691,309
1.371,534 31,635,121 31,635,121 -
(663.466) {600,121 3,291,430 1,691,309
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DARNELL & MEYERING, P.C.

20600 EUREKA ROAD « SUITE 900
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AANDALL H. DARNELL, G.P.A. (734) 246-9240 AMERICAN INSTITUTE OF
DALE A. VESTRAND, C.P.A. CERTIFIED PUBLIC ACCOUNTANTS
WENDY L. ZOKOE, C.P.A, FAX (734) 246-8635 MICHIGAN ASSOCIATION OF

CERTIFIED PUBLIC ACCOUNTANTS

October 11, 2006

The Honorable Mayor and
Members of the City Council
The City of Allen Park
16850 Southfield Road
Allen Park, Michigan 48101

In planning and performing our audit of the financial statements of The City of Allen
Park for the year ended June 30, 2006, we considered the City’s internal control in order
to determine our auditing procedures for the purpose of expressing an opinion on the
financial statements and not to provide assurance on internal control.

During our audit, we became aware of certain matters that are opportunities for
strengthening internal controls and operating efficiency.

The following is the comment and recommendation that we have at this time:
1. Comment

We noted that three activities in the general fund and some activities in other non-
major funds were over expended as compared to the budget

Recommendation

The city approves its budget at the activity level; therefore, budget adjustments
should be made prior to the fiscal year ended June 30, 2006 to remain in
compliance with the Budgeting Act.

The above comment and recommendation is presented for your consideration. If
there are any questions regarding the matters of internal control, we would be glad to
discuss them with you at your earliest convenience.

We would, however, like to make you aware of some of the new rules and
information regarding local governments which is now being instituted.



The Honorable Mayor and
Members of the City Council
The City of Allen Park
October 11, 2006

Page Two

Cash Management - Federal Awards

The Michigan Department of Treasury has recently been notified that it, along with
all other states, has misinterpreted the advance provision of the Cash Management
Improvement Act (CMIA). The United States Department of Treasury started monitoring
and auditing CMIA compliance and is notifying sub-recipients that advances are limited to
three days cash needs. In other words, funds must be spent by the local government
within 72 hours of being drawn down from the USDE GAPS system. Because of this new
awareness, the department will no longer allow thirty-day cash advances for ongoing
programs during fiscal year 2006/2007. Thirty-day cash advances may be permitted for
new one-time federal grant programs at the discretion of program management.

We recommend the City, when dealing with grants, request funds on a
reimbursement basis in order to ensure compliance with the revised cash management
interpretation.

New Auditing Standards

Recently, 10 new auditing standards have been released and will become effective
over the City's next two fiscal years. In reviewing the new standards, we do not believe,
for the most part, they will have a significant impact on our overall audit approach.
However, two of the new standards may directly impact the City beginning with the June
30, 2007 year-end.

One of the new standards revises the dating of the auditors’ report. Under the old
standards, the auditors’ report was dated the last day of fieldwork. The new standards
define the date as the date adequate audit evidence is obtained. Adequate audit evidence
is now being interpreted as including the client's approval of draft financial statements.
Although the dating of the report may seem trivial to non-auditors, it does have an impact
on auditors’ subsequent events work (June 30 through the date of the auditors’ report).
The impact to the City could be if there was a long period of time needed to resolve certain
open issues. This would extend the dating of the auditors’ report and increase the amount
of work we need to complete our subsequent events work.

Another standard effective for the June 30, 2007 year-end is related to our
communications with the client. The new standard retained the definition of a “material
weakness” and added two new categories of deficiencies “significant deficiency” and
“control deficiency”. Certain situations were included as examples of strong indicators of
significant deficiencies and possibly material weaknesses. One of the situations is the
client is unable to write financial statements, including the footnotes, in accordance with
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generally accepted accounting principles. Historically, we have prepared the financial
statements and footnotes for the City. We will have to evaluate the City's ability to produce
appropriate financial statements and footnotes and, accordingly, if any control deficiencies
exists.

Lastly, the Governmental Accounting Standards Board has recently released
Statement No. 45, Accounting and Reporting by Employers for Postemployment Benefits
Other than pensions. The new pronouncement provides guidance for local units of
government in recognizing the cost of retiree health care, as well as any “other”
postemployment benefits other than pensions. The new rules will cause the government-
wide financial statements to recognize the cost of providing retiree health care coverage
over the working life of the employee, rather than at the time health care premiums are
paid. The new pronouncement is effective for all original Phase 2 Local units (Allen Park)
for the fiscal year ending June 30, 2008,

This report is intended solely for the information and use of The City of Allen Park,
management, and others within the Organization, and is not intended to be and should not
be used by anyone other than these specified parties.

We appreciate the cooperation we received from your staff during our engagement
and the opportunity to be of service.

Very truly yours,

M ‘i-/ y //‘: <
Darnell & Meyerlhg, F.C.



